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PREFACE 

April  10,  1973. 

This  is  one  of  a  historical  series  of  Senate  Committee  on  Foreign 
Relations  hearings  held  in  executive  session  and  relating  to  important 
historical  topics  during  the  early  post- World  War  II  period.  The 
transcripts  of  these  hearings,  along  with  related  material  from  com- 
mittee files,  are  published  in  their  complete  form. 

The  transcript  regulations  of  the  committee  read  in  relevant  part  as 
follows : 

Executive  transcripts  and  other  executive  records  of  the 
Committee  sliall  be  released  to  the  National  Archives  and 
Records  Service  for  unclassified  use  in  accordance  with  the 
policies  of  that  Agency :  Provided,  That  no  such  transcripts 
or  other  executive  records  shall  be  declassified  within  a  period 
of  12  years  except  by  majority  vote  of  the  Committee  and 
with  the  permission  of  surviving  members  of  the  Committee 
at  the  time  such  transcripts  or  records  were  made  and  Avitli 
the  permission  of  the  Executive  Department,  if  any,  con- 
cerned :  and  Provided  further,  That  after  12  years  from  the 
date  sucli  transcripts  or  records  were  made,  they  shall  be 
declassified  unless  the  Committee  by  majority  vote  shall  de- 
cide otherwise. 

In  accordance  with  the  committee's  regulations,  former  Senator 
Henry  Cabot  Lodge,  Jr.  has  given  his  permission  for  this  publication 
and  the  Department  of  State  has  indicated  that  it  has  no  foreign 
policy  objection  to  the  publication  of  these  hearings. 

The  hearings  which  are  printed  herewith  have  not  been  corrected 
for  grammar  or  mistakes  made  by  verbatim  reporters  inasmuch  as 
most  participants  are  no  longer  available. 

J.  W.  FuLBRiGHT,  Chairman. 

(V) 


ticular  witness  or  particular  aspect  that  those  hearings  have  not 
covered,  I  do  not  see  any  use  in  our  just  repeating  them  here. 

The  Chairman.  That  is  my  point  of  view,  and  I  thought  we  might 
get  the  general  picture  of  the  situation  this  morning. 

The  Acting  Secretary  of  State  is  here,  Mr.  Acheson.  Do  you  wish 
to  comment  on  this  situation  ? 

Secretary  Acheson.  I  have  a  short  statement  that  I  might  read. 

The  Chairman.  All  right. 


'^fe-' 


STATEMENT  OP  HON.  DEAN  ACHESON,  ACTING  SECEETARY 

OF  STATE 

Secretary  Acheson.  On  February  21,  1947,  the  President  recom- 
mended that  the  Congress  authorize  the  appropriation  of  $350  million 
to  assist  in  completing  the  task  of  bringing  relief  to  the  people  of  the 
liberated  countries.  This  is  a  matter  of  the  greatest  urgency.  We  are 
coming  perilously  close  to  the  day  when,  if  we  do  not  procure  and  ship 
food  to  certain  of  these  countries,  the  pipelines  will  be  broken  and  even 
the  present  meager  rations  will  not  be  able  to  be  maintained.  For  ex- 
ample, after  April  30,  no  food  shipments  are  in  sight  for  Austria  except 
as  the  Army  may  be  able  to  divert  some  from  its  program  for  Germany 
or  other  occupied  areas,  and  for  Greece  only  two  shiploads — ^the  last 
arranged  for  through  UNRRA — are  available.  Other  countries  are 
only  slightly  better  off. 

AN    UNFINISHED    TASK 

Great  progress  has  been  made  by  the  devastated  countries  in  their 
struggle  to  return  to  a  normal  life.  We  can  be  justly  proud  of  the  part 
which  we  have  played  in  helping  to  keep  these  people  alive  and  in  giv- 
ing them  the  strength  to  rebuild  their  shattered  economies.  Yet  the  task 
is  not  quite  finished.  A  few  of  the  liberated  countries  are  not  yet  able  to 
stand  alone  without  outside  assistance.  If  we  do  not  help  in  the  comple- 
tion of  the  relatively  small  part  of  the  task  still  remaining,  much  of  the 
work  already  done  will  have  been  fruitless. 

The  General  Assembly  of  the  United  Nations  on  December  11, 1946, 
passed  a  resolution  which  recommended  that  post-UNRRA  re- 
lief needs  be  met  through  direct  arrangements  between  the  individual 
contributing  countries  and  the  recipient  countries.  The  resolution 
urged  all  members  to  assist  in  meeting  those  needs,  recommended  in- 
formal consultation  among  members  of  the  United  Nations  to  coordi- 
nate their  respective  relief  programs  and  established  a  technical  com- 
mittee to  analyze  relief  needs  for  1947  following  the  termination  of 
UNRRA  shipments.  This  plan  was  urged  by  the  United  States  as  being 
more  efficient  and  better  suited  to  handle  the  remaining  problem  than 
a  continuation  of  UNRRA  or  some  other  United  Nations  operating 
body.  We  have  cooperated  fully  in  the  work  of  the  technical  committee 
and  in  consultations  with  other  members  which  have  been  arranged  by 
the  United  Nations  Secretariat. 

During  the  past  several  months  we  have  made  careful  studies  as  to 
the  extent  of  relief  needs,  utilizing  the  information  and  experience  of 
the  various  departments  of  the  Government  and  of  our  missions  abroad. 


Extensive  on-the-spot  surveys  have  been  made  by  personnel  of  these 
missions  and  we  are  constantly  receiving  up-to-date  information  con- 
cerning economic  and  agricultural  developments  in  these  countries. 
We  have  fully  considered  the  findings  of  the  United  Nations  Technical 
Committee  although  in  some  respects  our  conclusions  differ  from 
theirs.  Our  calculations  and  those  of  the  technical  committee  both  cover 
needs  for  the  calendar  year  1947,  making  allowance  of  UNRRA  ship- 
ments in  the  early  part  of  the  year. 

NEED  FOR  BASIC  RELIEF  IN  1 9  4  7 

Our  studies  indicate  that  the  total  needs  for  basic  relief  in  1947, 
following  the  termination  of  UNRRA  shipments,  amount  to  approxi- 
mately $600  million.  Austria,  Greece,  Hungary,  Italy  and  Poland  are 
the  countries  which  appear  to  need  assistance  and  China  will  probably 
have  emergency  needs  for  food  imports  to  prevent  suffering  and  star- 
vation in  certain  areas.  These  studies  are  being  kept  under  continuous 
review. 

Other  countries  which  have  heretofore  been  receiving  assistance 
from  UNRRA  will  not,  according  to  our  calculations,  require  further 
relief.  The  relief  needs  have  been  calculated  on  a  minimum  basis 
and  include  no  requirements  for  rehabilitation  or  reconstruction.  In 
making  our  estimates  we  first  determined  the  essential  imports  re- 
quired to  supplement  the  supplies  produced  locallj^  in  order  to  feed 
the  people  at  a  level  of  2,000  to  2,200  calories  and  to  prevent  economic 
retrogression  which  would  threaten  the  supply  of  the  basic  essentials 
of  life.  We  then  deducted  from  the  cost  of  these  minimum  imports  the 
total  resources  available  to  each  country  which  could  be  utilized  to 
pay  for  them,  including  current  earnings  of  foreign  exchange  and 
existing  and  anticipated  foreign  loans  and  credits.  The  difference  rep- 
resents the  extent  of  the  relief  need. 

I  should  point  out  here  that  the  strictly  relief  aid  to  Greece  which 
is  contemplated  under  this  bill  constitutes  an  indispensable  founda- 
tion for  the  other  and  more  extensive  program  of  economic  assist- 
ance which  would  be  provided  under  the  bill  recently  reported  by 
this  committee  for  aid  to  Greece  and  Turkey.  There  is  no  duplication 
involved  in  the  two.  The  assistance  to  Greece  included  in  the  other  bill 
involves  a  program  of  reconstruction  and  rehabilitation  which  can 
be  effectively  undertaken  only  after  the  basic  relief  needs  have  first 
been  met. 

The  $350  million  which  is  requested  represents  approximately  58 
percent  of  the  estimated  total  need  as  compared  with  our  contribu- 
tion of  72  percent  to  the  resources  of  UNRRA.  Although  there  are 
no  definite  assurances  as  to  the  total  amount  which  will  be  made  avail- 
able by  other  countries  we  are  hopeful  that  the  additional  needs  will 
be  met  from  such  sources.  The  British  have  promised  the  equivalent 
of  $40  million  for  Austria,  the  Norwegian  Parliament  has  voted  15 
million  kroner  ($3  million)  for  relief  "in  Poland,  Finland,  Austria, 
and  Greece,  and  the  Danes  have  stated  they  plan  to  contribute  about 
$4  million  worth  of  relief  supplies.  It  has  been  reported  that  the 
U.S.S.R.  is  making  an  advance  of  gold  in  the  amount  of  $27,500,000 
to  Poland  which,  according  to  the  report,  can  be  used  at  least  in  part  to 


procure  essential  supplies  included  in  the  minimum  Polish  import 
program.  We  believe  that  a  number  of  other  contributions  may  be 
forthcoming  when  a  decision  is  reached  in  regard  to  our  own  program. 
I  should  like  here  to  emphasize  a  point  which  we  consider  to  be  of 
fundamental  importance.  We  believe  it  would  be  a  mistake  to  deter- 
mine finally  at  this  time  the  total  amount  we  would  allocate  to  any 
countrj^  from  our  contribution.  The  relative  needs  of  the  various  coun- 
tries should  be  appraised  continuously  over  the  ensuing  months  and 
specific  programs  approved  from  time  to  time  in  the  light  of  current 
data.  In  addition,  we  do  not  now  have  complete  information  as  to  the 
programs  of  other  contributors  and  we  should  be  in  a  position  to  co- 
operate with  them  and  to  adjust  our  program  in  the  light  of  their 
contributions  to  the  various  needy  countries.  If  a  total  amount  from 
our  contribution  were  now  announced  for  each  recipient  country  even 
on  a  tentative  basis,  the  people  in  the  country  would  tend  to  assume  that 
they  had  a  vested  interest  or  right  to  this  particular  amount.  This  prob- 
lem has  existed  in  the  case  of  UNRKA,  where  we  have  found  that  any 
attempt  to  adjust  previously  announced  programs  to  take  account  of 
changing  needs  and  consequent  embarrassment. 

WHT  POLAND  IS  INCLUDED 

I  should  like  to  state  briefly  the  reasons  why  we  have  included  Poland 
in  the  list  of  potential  recipient  countries.  This  is  done  solely  to  be  in 
a  position  to  help  in  preventing  suffering  and  serious  malnutrition  to 
the  extent  that  our  assistance  is  clearly  needed  for  this  purpose.  We  are 
not  proposing  a  program  of  reconstruction  or  aid  to  the  regime  in 
Poland.  We  have  subscribed  to  the  resolution  of  the  General  Assembly 
of  the  United  Nations  which  states  the  principle  that  at  no  time  should 
relief  supplies  be  used  as  a  political  weapon  and  calls  upon  all  mem- 
bers of  the  United  Nations  to  assist  in  the  furnishing  of  relief  when 
needed  and  where  needed.  Moreover,  it  seems  to  me  wholly  in  keeping 
with  our  traditions  to  furnish  relief  where  needed,  and  providing  we 
can  be  sure  it  will  not  be  misused,  to  alleviate  the  sufferings  of  human 
beings,  whatever  our  opinion  of  the  government  under  which  they  live. 
Our  help  would  be  made  available  only  on  the  condition  that  the  Gov- 
ernment of  Poland  agrees  to  the  stringent  but  fair  conditions  we  would 
lay  down  for  all  countries  and  lives  up  to  these  conditions  faithfully. 
These  conditions,  which  I  shall  discuss  in  a  moment,  are  calculated  to 
provide  adequate  assurance  that  relief  aid  would  reach  the  people  need- 
ing it  and  would  not  be  used  to  promote  the  political  aims  of  the  Gov- 
ernment. Furthermore,  the  requirements  for  full  publicity  in  the  coun- 
try would  ensure  that  the  people  would  know  the  American  source  of 
the  help  and  would  understand  its  purposes.  Thus  we  would  maintain 
the  ties  of  friendship  between  our  people  and  the  people  of  Poland  and 
demonstrate  to  them  that  we  have  not  forgotten  them. 

I  believe  that  the  resolution  being  considered  by  the  committee 
establishes  adequate  guarantees  that  relief  supplies  will  be  admin- 
istered under  firm  American  control  and  that  this  control  will  be 
exercised  to  the  end  that  the  supplies  are  shipped  where  they  are 
needed  and  are  used  within  the  receiving  countries  in  a  manner  con- 
sistent with  the  humanitarian  purposes  of  this  resolution.  It  is  pro- 
vided that  the  relief  to  be  furnished  shall  be  restricted  to  food,  medi- 


cal  supplies,  processed  and  unprocessed  materials  for  clothing,  fuel, 
fertilizer,  pesticides  and  seed.  All  these  items  are  basic  essentials  of 
life. 

DISTRIBUTION  WITHOUT  DISCRIMINATION 

No  relief  can  be  made  available  unless  we  are  assured  that  the  dis- 
tribution, not  only  of  our  supplies  but  of  all  similar  supplies  pro- 
duced locally  or  imported  from  other  sources,  will  be  made  in  each 
country  without  discrimination  as  to  race,  creed,  or  political  belief. 
We  must  also  be  assured  that  the  recipient  country  is  taking  all  pos- 
sible measures  necessary  to  reduce  its  relief  needs  and  provide  for  its 
own  rehabilitation. 

FREEDOM  TO  OBSERVE  DISTRIBUTION 

It  must  also  agree  to  furnish  full  reports  concerning  the  produc- 
tion, use,  distribution,  importation  and  exportation  of  any  supplies 
which  affect  its  relief  needs.  Representatives  of  the  American  press 
and  radio  as  well  as  governmental  representatives  must  be  permitted 
to  observe  fully  and  report  freely  regarding  the  distribution  and 
utilization  of  the  supplies.  All  such  supplies  must  be  used  to  meet  the 
needs  of  the  population  and  cannot  be  exported  or  used  for^  nones- 
sential purposes.  United  States  representatives  must  be  permitted  to 
supervise  the  distribution  of  our  supplies. 

The  government  of  the  country  must  give  us  assurance  of  full 
publicity  within  their  country  as  to  the  character,  scope,  and  progress 
of  our  program.  If  any  of  these  conditions  are  violated  or  if  for  any 
other  reasons  it  appears  inadvisable  to  continue  shipments  they  shall 
be  stopped  immediately. 

CONGRESS    MAY    TERMINATE    PROGRAM 

It  is  also  provided  that  the  Congress,  by  concurrent  resolution,  may 
direct  the  termination  of  the  program  to  any  country. 

FREE  GRANTS 

The  bill  authorizes  provision  of  relief  in  the  form  of  free  grants. 
We  do  not  believe  that  needy  countries  should  be  required  to  assume 
debts  for  consumable  relief  commodities,  such  as  food,  which  do  not 
add  to  productive  capacity  and  thus  provide  the  means  for  repay- 
ment. The  countries  under  consideration  for  relief  are  economically 
bankrupt.  The  special  case  of  crisis  in  Greece  has  already  been  ex- 
amined in  detnil  by  the  committee.  The  needs  for  rehabilitation  and 
reconstruction  of  the  other  countries  under  consideration  are  such 
that  all  of  their  available  resources  and  foreign  exchange  will  be 
needed  for  some  time  for  the  purpose  of  essential  imports  and  for 
the  servicing  of  reconstruction  and  rehabilitation  loans.  Their  ability 
to  obtain  such  loans  and  the  soundness  of  such  loans  if  made  would 
be  greatly  impaired  if,  in  their  present  weakened  condition,  they  had 
to  assume  an  additional  debt  burden  for  relief  items.  In  consulting 
with  other  possible  contributors  we  have  urged  them  to  provide  re- 
lief on  a  free  grant  basis.  If  we  were  to  require  repayment  I  feel 
sure  that  other  countries  would  also  do  so. 


6 


AGREEMENTS   TO    BE    NEGOTIATED 


If  this  proo^ram  is  approved  we  plan  to  negotiate  an  afrreement  with 
each  recipient  government.  This  agreement  would  include  all  of  the 
conditions  which  are  specified  in  the  bill  and  would  also  cover  the  fol- 
lowing points : 

(1)  Arrangements  under  which  programs  of  supplies  would  be 
approved  by  U.S.  representatives. 

(2)  An  outline  of  the  general  procedures  and  controls  in  regard  to 
the  procurement  and  shipment  of  supplies. 

(3)  Provision  for  an  adequate  ration  and  price  control  system  so  that 
all  classes  of  the  population  irrespective  of  purchasing  power  shall 
receive  their  fair  share  of  essential  supplies. 

(4)  Requirement  that  all  local  funds  accruing  from  the  sale  of 
U.S.  supplies  be  deposited  in  a  special  account  to  be  used  only  upon 
approval  of  the  United  States  for  relief  and  rehabilitation  purposes. 

After  conclusion  of  such  an  agreement  we  would  approve  from  time 
to  time  target  programs  covering  the  type  and  amount  of  commodities 
which  could  be  procured  over,  say,  a  2-  or  3-month  period.  The 
supplies  would  then  be  procured  either  through  U.S.  Government 
agencies  or  by  the  recipient  government  under  strict  supervision  and 
control.  In  the  latter  case  funds  would  be  released  in  the  form  of  credits 
subject  to  the  control  of  the  President,  only  in  the  amounts  needed  to 
meet  contract  obligations  as  they  accrue. 

U.S.  STAFF  TO  INSPECT  OPERATIONS 

Under  the  overall  direction  of  a  supervisor  of  American  relief  in 
Europe,  we  would  establish  in  each  country,  attached  to  the  U.S. 
Mission,  a  staff  charged  with  the  responsibility  of  supervising  and 
inspecting  the  distribution  of  the  supplies  and  checking  on  compliance 
with  the  terms  of  our  agreement.  It  would  obviously  be  impractical  in 
the  short  time  available  to  build  up  a  force  of  thousands  of  people 
which  could  physically  distribute  supplies  to  each  person  in  the  coun- 
try. A  relatively  small  staff,  by  circulating  freely  through  the  country 
and  inspecting  the  operations,  can  adequately  supervise  the  distribu- 
tion process.  Such  a  staff  composed  of  top-notch  men  experienced  in 
foreign  relief  operations  would  readily  detect  any  important  violations 
of  our  agreement.  Immediate  action  to  stop  relief  shipments  would  be 
taken  in  case  they  reported  any  such  violations  and  these  were  not 
promptly  corrected.  The  regular  staff  of  our  Embassies  would  of 
course  assist  in  this  work. 

NEED   FOR   URGENT   CONSIDERATION 

In  concluding  my  statement  I  want  to  reemphasize  the  need  for 
urgent  consideration  of  the  bill.  Remaining  UNRRA  food  shipments 
together  with  shipments  procured  with  such  small  amounts  of  funds 
as  the  countries  themselves  can  make  available  will  cease  late  in  April 
or  early  in  May.  In  all  European  countries  grain  stocks  are  lowest  just 
before  the  harvest.  Except  for  farmers,  the  people  in  the  needy  coun- 
tries will,  to  a  large  extent,  have  to  exist  on  imported  grain  until 
the  new  harvest  becomes  available.  We  must  be  able  to  commence  ship- 


ments  early  in  May  if  a  breakdown  of  food  distribution,  with  a  threat 
of  starvation  and^  civil  unrest,  is  to  be  avoided  during  this  critical 

period. 

With  the  possible  exception  of  Austria,  and  the  special  case  or 
Greece,  where,  as  the  committee  knows,  we  are  planning  a  more  ex- 
tended program,  I  do  not  believe  that  free  relief  beyond  that  author- 
ized in  the  bill  will  be  needed  unless  disastrous  crop  conditions  _  or 
other  unforeseen  events  occur.  However,  if  we  fail  promptly  to  provide 
the  assistance  which  has  been  requested  by  the  President,  I  feel  sure 
that  there  will  be  widespread  human  suffering  w^ith  grave  political  and 
economic  consequences  which  would  affect  us  and  the  whole  world. 

The  Chairman.  Mr.  Secretary,  you  have  outlined  a  very  detailed 
formula  for  the  control  of  the  distribution  of  these  relief  supplies. 
How  much  of  that  is  in  the  bill  as  reported  to  the  House  and  how  much 
is  left  to  your  discretion  ? 

HOUSE  BH^L* 

Secretary  Acheson.  I  think  the  amount  w^hich  is  in  the  bill  is  that 
which  is  described  in  the  first  part  of  my  statement.  It  is  section  3  on 
page  3  of  the  bill,  Mr.  Chairman.  It  provides : 

No  relief  assistance  sliall  be  provided  under  the  authority  of  tliis  joint  resolu- 
tion to  the  people  of  any  country  unless  the  government  of  such  country  has 
given  assurance  satisfactory  to  the  President  that  (a)  the  supplies  transferred 
or  otherwise  made  available  pursuant  to  this  joint  resolution,  as  well  as  similar 
supplies  produced  locally  or  imported  from  outside  sources,  will  be  distributed 
among  the  people  of  such  countiy  without  discrimination  as  to  race,  creed,  or 
political  belief;  (b)  representatives  of  the  Government  of  the  United  States  and 
of  the  press  and  radio  of  the  United  States  will  be  permitted  to  observe  freely 
and  to  report  fully  regarding  the  distribution  and  utilization  of  such  supplies; 
(c)  full  and  continuous  publicity  will  be  given  within  such  country  as  to  the 
purpose,  source,  character,  scope,  amounts  and  progress  of  the  United  States  re- 
lief program  carried  on  therein  pursuant  to  this  joint  resolution;  (d1  if  food. 
medical  supplies,  fertilizer,  or  seed  is  transferred  or  otheii^'ise  made  available  to 
such  country  pursuant  to  this  joint  resolution,  no  articles  of  the  same  character 
will  be  exported  or  removed  from  such  country  while  need  therefor  for  relief 
purposes  continues;  (e)  such  counti-y  has  taken  or  is  taking,  insofar  as  possible, 
the  economic  measures  necessary  to  reduce  its  relief  needs  and  to  provide  for  its 
own  future  reconstruction;  (f)  upon  request  of  the  President,  it  will  furnish 
promptly  information  concerning  the  prcdnction.  use,  distribution,  importation, 
and  exportation  of  any  supplies  which  affect  the  relief  needs  of  the  people  of 
such  countiy;  and  (g)  representatives  of  tlie  Government  of  the  United  States 
will  be  permitted  to  supervise  the  distribution  among  the  people  of  such  country 
of  the  supplies  transferred  or  otherwise  made  available  pursuant  to  this  joint 
resolution. 

The  Chairman.  Section  4  also  refers  to  that. 
Secretary  Acheson.  Yes. 

When  supplies  are  transferred  or  otherwise  made  available  to  any  country 
pursuant  to  this  joint  resolution,  the  President  shall  cause  representatives  of 
the  Government  of  the  United  States  (1)  to  supervise  the  distribution  of  such 
supplies  among  the  people  of  such  country,  and  (2)  to  observe  and  report  with 
respect  to  the  carrying  out  of  the  assurances  given  to  the  President  pursuant 
to  section  3. 

Then  section  5  talks  about  termination  in  the  event  of  any  viola- 
tion or  any  changed  conditions. 

Senator  Connallt.  Your  recourse  for  their  not  obeying  our  instruc- 
tions and  their  agreement  with  us  is  to  cut  off  further  relief. 


*For   the  full   text   of   the   bill   reported   by   the   House   Committee   on   Foreign  Affairs 
referred  to  In  this  discussion  see  appendix,  n.  257. 
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Secretary  Acheson.  Yes,  sir;  that  is  it.  And  subsection  (b)  of 
section  5  says  that  it  shall  terminate  with  respect  to  any  country  when 
directed  by  a  concurrent  resolution  of  the  two  Houses  of  Congress. 

The  Chairmax.  Do  you  approve  this  language  in  the  House  bill? 

Secretary  Acheson.  Yes,  sir. 

The  Chairmax.  Is  there  no  question  about  subsection  (d)  at  the  top 
of  page  4,  prohibiting  any  exports  ? 

Secretary  Acheson.  JNIr.  Dort  tells  me  that  section  (d)  is  inter- 
preted in  the  House  report  as  referring  to  similar  items.  In  other 
words,  it  does  not  mean  that  if  a  country  such  as  Greece  has  in  the  past 
been  exporting  olive  oil  it  should  not  continue  to  export  olive  oil.  We 
would,  of  course,  want  them  to  do  that.* 

The  Chairman.  That  is  the  point  I  had  in  mind. 

Secretary  Acheson.  But  they  cannot  export  the  same  commodity 
which  we  import  under  this  bill. 

The  Chairman.  You  consider  the  language  in  the  bill  plus  the 
language  in  the  House  report  covers  the  point? 

Secretary  Acheson.  Yes,  sir ;  we  are  satisfied. 

Senator  Connally.  Well,  if  Greece  were  to  produce  olive  oil  and 
shipped  surplus  abroad,  that  is  one  thing.  But  if  it  was  short  of  olive 
oil  and  the  olive  oil  was  needed  for  local  relief,  then  it  would  not  be 
exported. 

Secretary  Acheson.  That  is  right.  It  would  not  be  exported. 

what  if  other  countries  do  not  contribute? 

The  Chairman.  What  happens  if  other  countries  fail  to  furnish 
the  other  $250  million  required  of  the  total  of  $600  million  ? 

Secretary  Acheson.  Then  there  is  a  gap  between  what  the  teclini- 
cal  Committee  of  the  United  Nations  and  our  peojDle  believe  to  be 
essential,  and  what  is  supplied.  That  gap  is  just  not  filled.  We  have 
taken  a  more  severe  view  of  the  needs  than  the  United  Nations  Techni- 
cal Committee.  Our  estimate  is  lower  than  theirs.  But  even  at  that 
there  would  be  a  difference  between  the  $600  million  which,  as  a  fore- 
cast, we  believe  these  countries  will  need,  and  the  $350  million  which 
we  are,  under  this  bill,  asking  the  Congress  to  make  available,  plus 
these  other  contributions  up  to  date.  If  no  more  are  forthcoming,  there 
will  be  a  gap. 

The  Chairman.  Is  it  your  view  that  we  stop  at  $350  million  anyway  ? 

Secretary  Acheson.  Yes,  sir. 

The  Chairman.  You  are  rather  firm  in  that  attitude? 

Secretary  Acheson.  We  are  firm  in  that  attitude,  yes,  sir. 

tugoslavia  not  included 

The  Chairman.  Did  not  the  United  Nations  Committee  include 
Yugoslavia  in  the  countries  to  be  served  ? 

Secretary  Acheson.  Yes,  they  did,  Mr.  Chairman.  We  reviewed 
all  the  information  on  that  subject  and  we  do  not  believe  that  Yugo- 
slavia is  in  the  position  of  these  other  countries.  We  believe  that  it 
can  with  good  management,  pay  for  what  it  needs  to  import. 

♦House  Report  No.  239  referred  to  In  this  discussion  Is  reprinted  In  the  appendix, 
p.  263. 


9 

The  Chairman.  You  have  not  eliminated  Yugoslavia  for  ideologi- 
cal reasons,  but  because  you  think  the  necessity  cannot  be  demon- 
strated ? 

Secretary  Acheson.  That  is  correct. 

The  Chairman.  When  you  set  up  all  these  intimate  controls  in 
these  countries,  if  that  control  covers  only  our  $350  million  how  do 
you  integrate  that  control  with  the  control  of  the  other  $250  million  ? 

Secretary  Acpieson.  Under  the  bill  we  require  that  the  countries 
must  agree  to  apply  the  same  controls  to  all  supplies  from  whatever 
source.  In  observing  our  own  supplies  we  can  observe  whether  or  not 
they  have  done  that  with  other  supplies;  although  we  have  no  au- 
thority to  tell  them  what  to  do  with  the  other  supplies,  we  can  stop 
ours  if  we  discover  that  they  are  not  setting  up  the  proper  controls. 

The  Chairman.  You  say  that  there  are  no  definite  assurances  from 
other  countries,  although  you  indicate  a  small  British  contribution 
and  Norwegian.  "VYhat  is  the  situation  with  respect  to  Canada  ? 

CANADA  plans   TO   ASSIST 

Secretary  Acheson.  We  have  had  talks  with  the  Canadians. 

Mr.  Wood,  We  have  had  considerable  talks  with  the  Canadians  and 
they  have  indicated  informally  that  they  will,  as  they  always  do, 
assist  in  this  enterprise.  They  have  also  indicated  informally  that 
they  would  recommend  to  the  Parliament  that  they  give  about  the 
same  proportion  as  they  gave  in  the  case  of  UNRRA,  which  would 
run  somewhere  around  $25  or  $30  million.  They  asked  us  not  to  make 
that  public  until  they  had  talked  with  their  Parliament  and  could 
get  it  through,  but  that  is  the  net  result  of  our  discussions  with  them. 

The  Chairman.  ^Vliere  do  you  expect  to  get  the  rest  of  the  $250 
million  ? 

THE    OTHER    BRITISH    DOMINIONS 

Mr.  Wood.  We  are  hoping  that  the  other  British  dominions  will 
also  do  something.  There  is  some  hope  that  some  of  the  South  Amer- 
ican countries,  particularly  in  the  case  of  Italy,  with  their  close  ties 
there,  may  make  some  available.  I  think  we  can  perhaps  count  on 
something  from  the  Brazilians.  Some  of  the  other  northwestern  Euro- 
pean countries  are  coming  along  considerably  better.  We  are  hopeful 
that  something  may  be  obtained  from  Switzerland.  There  are  a  num- 
ber of  possibilities,  Senator  Vandenberg,  but  I  don't  think  anyone  can 
bo  certain  that  that  gap  will  be  filled. 

The  Chairman.  How  does  it  work  if  the  gap  isn't  filled  ?  I  camiot 
visualize  what  happens  if  the  gap  is  not  filled. 

Mr.  Wood.  If  the  gap  is  not  filled  people  just  have  to  tighten  their 
belts  further. 

The  Chairman.  Do  you  mean  we  have  to  extend  our  relief  over  a 
larger  sector  of  their  problem  ? 

Mr.  Wood.  We  have  to  extend  our  relief  in  these  countries  and  they 
have  to  make  it  go  further,  in  that  they  do  not  have  the  balance  of 
their  relief  needs  met. 

Senator  Smith.  Are  we  taking  certain  countries  and  the  other  coun- 
tries taking  other  countries,  or  is  it  all  in  one  pot,  covering  the  whole 
program  ? 
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Mr.  Wood.  We  are  proposing,  provided  our  further  studies  as  made 
from  time  to  time  indicate  continuing  need,  to  give  some  relief  to  each 
one  of  the  countries  mentioned.  We  are  not  proposing  to  assist  only 
some  of  them,  but  will  provide  it  according  to  need. 

(Discussion  was  continued  off  the  record.) 

HOUSE  MINORITY  REPORT 

The  Chair^ian.  The  chief  summary  of  objections  to  the  bill  would 
seem  to  be  found  in  the  minority  report  in  the  House,  and  I  would 
like  to  hear  the  Secretary  comment  on  the  major  points  in  this  minority 
challenge : 

First,  that  the  bill  grants  more  relief  than  is  warranted  by  the  cir- 
cumstances, and  proposes  that  the  amount  should  be  reduced  to  $200 
million.  Wliat  is  your  comment  on  that? 

Secretary  Acheson.  Without  Imowing,  I  have  to  ask  Mr.  Wood 
where  the  minority  got  their  view.  It  seems  to  us  that  that  is  very  far 
from  the  case.  If  the  need  is,  as  our  people  have  estimated,  $600  mil- 
lion, or  if  the  United  Nations  committee  has  estimated  considerably 
more  than  that,  then  we  think  that,  as  you  have  just  been  pointing 
out  recently,  our  contribution  will  certainly  not  meet  the  full  need 
and  the  chances  of  the  other  nations  making  up  that  are  not  too  bright, 
so  that  instead  of  being  too  much,  if  one  started  with  the  premise 
that  the  full  needs  have  to  be  met,  then  our  contribution  would  be  too 
little.  We  do  not  start  with  that  premise.  We  think  that  when  we  get 
a  fairly  sound  basis,  and  all  of  these  things  have  to  be  estimates  of 
need,  if  we  supply  58  percent  of  it  we  are  doing  a  very  generous 
share. 

Now,  if  we  reduce  that  so  that  we  would  contribute  infinitely  less, 
and  make  sure  the  gap  was  never  filled,  we  think  that  would  not  meet 
the  situation  at  all. 

origin  of  the  estimate 

The  Chairman.  Who  is  it  in  our  Government  who  has  joined  in 
making  first  this  $600  million  estimate  overall,  and  then  in  fixing  our 
share  at  $350  million?  "\'\niere  does  that  come  from? 

Secretarv  Acheson.  I  will  ask  these  gentlemen  to  go  into  that  in 
detail.  The  work  on  the  figures  I  believe  was  done  by  people  from  the 
Departments  of  State,  Commerce,  and  Agriculture.  These  figures  were 
gotten  up  by  us  for  our  representative,  in  the  first  instance,  who  is  on 
the  technical  committee  of  the  United  Nations.  That  is  Mr.  Dort,  here, 
who  is  working  on  that  technical  committee.  We  throughout  that  work 
took  a  much  more  conservative  view  than  many  of  the  other  countries. 
They  finally  made  their  report.  We  took  that  report  and  in  the  light  of 
later  information  which  we  got  from  the  agricultural  attaches 
and  various  people  in  our  embassies,  and  taking  published  reports  of 
the  governments  concerned,  again  went  over  the  figures  and  reduced 
them  below  what  the  United  Nations  had  concluded. 

The  technicians  were  the  people  from  the  Economic  Divisions  of  the 
State  Department,  the  Department  of  Agriculture  and  the  Depart- 
ment of  Com)nerce.  When  tliose  figures  were  all  available,  then  Mr. 
Clayton  and  the  Secretary  and  T  went  over  there  and  discussed  the 
whole  matter  with  the  Bureau  of  the  Budget,  and  we  believed  that  this 
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fig:ure  was  a  fair  contribution  for  the  United  States  and  as  much  as  we 
ought  to  be  asked  to  do. 

The  Chairman.  I  was  particularly  interested  in  the  estimate  of  the 
need,  as  to  how  you  arrived  at  an  estimate  of  the  need. 

NEEDS  OF  AUSTRIA 

Secretaiy  Acheson.  We  are  going  to  have  for  you  in  a  sliort  time 
some  books  with  some  material  which  is  of  a  confidential,  although  not 
terribly  secret,  nature.  In  each  of  those  books  we  have  a  computation 
of  the  need  of  each  one  of  these  countries,  showing  how  that  was  ar- 
rived at.  "We  start  out  first  in  alphabetical  order  here.  The  first  one  is 
Austria.  We  took  the  history  of  such  imports  as  there  have  been 
:hrough  UNRRA  and  the  Army  into  Austria.  We  have  reviewed 
what  figures  we  can  get  in  Austria.  We  then  talk  about  the  particular 
commodities  which  need  to  be  imported  into  Austria  in  1947,  on  the 
basis  of  past  imports  and  local  statistics  in  Austria.  That  gives  us  the 
minimum  food,  seed,  and  medical  supplies  program. 

Senator  George.  Mr.  Secretary,  could  you  rapidly  break  down  the 
amount  that  is  going  to  Austria,  Greece,  Hungary,  Italy,  and  Poland, 
under  this  bill  ?  I  do  not  mean  exactly,  but  I  mean  figures  that  you  have 
used. 

Secretary  Acheson.  All  we  have  in  these  figures.  Senator  George, 
is  what  we  estimate  the  total  need  of  the  country  to  be.  Now,  those 
total  needs  will  add  up  to  $600  million.  We  provide  here  only  $350 
million.  We  have  not  stated  how  much  of  the  $350  million  ought  to  go 
to  each  country. 

Senator  GeorCxE.  I  know.  You  set  forth  very  good  reasons  why  it 
would  not  be  well  to  stipulate  what  you  will  give  to  each  country,  but 
I  thought  you  had  a  worksheet  of  some  sort. 

EACH   country's   NEEDS   VARY 

Secretary  Acheson.  We  have  the  total  needs  for  each  of  the  coun- 
tries. As  I  said  in  the  prepared  statement,  these  needs  may  var\'  as 
time  goes  on,  and  the  most  important  thing  is,  some  of  the  needs  may 
be  supplied  by  third  countries,  so  that  we  have  not  put  down  a  figure 
for  the  use  of  our  money  in  each  of  these  countries.  That  has  to  be 
flexible.  But  as  to  the  needs  of  each  country,  it  is  figured  in  the  papers 
which  you  will  have  in  just  a  moment,  as  soon  as  they  arrive  from 
the  Department  ,of  State,  that  the  total  need  of  Austria  in  1947  is  a 
deficit.  The  deficit,  as  I  say,  is  worked  out  by  taking  the  actual  im- 
ports which  they  will  have  to  have,  and  then  taking  the  foreign  ex- 
change which  they  have,  all  the  foreign  exchange  from  any  source, 
wherever  it  comes  from,  whether  they  expect  to  use  it  for  this  or  not. 

Senator  George.  I  understand  that,  Mr.  Secretary,  but  what  I  was 
getting  at  was  any  breakdown.  During  the  hearings  in  the  House  I 
iiave  a  distinct  impression  that  I  heard  through  some  source  that  out 
of  this  $350  million,  about  $50  million  was  going  to  Greece,  or  might 
go  to  Greece. 

Secretary  Acheson.  The  total  deficit  for  Greece  was  $60  million. 
We  have  assumed  that  all  of  that  ought  to  be  a  charge  on  this  bill ; 
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in  view  of  the  program  that  we  are  undertaking  in  Greece  we  just 
were  not  going  to  count  on  any  contribution  from  anyone  else.  If  there 
is  anotlier  contribution  coming  along,  that  is  fine.  If  it  does  not,  we 
will  take  care  of  it. 

Austria  is  down  at  $148  million,  Greece  at  $60  million,  Hungary  at 
$33  million,  Italy  at  $158  million,  Poland  at  $117  million,  Trieste  at 
$20  million  and  China  at  $60  million.  That  adds  up  to  $610  million. 
Some  of  these  may  not  be  burdens  "upon  us.  For  instance,  Trieste.  We 
are  hoping  that  under  the  negotiations  which  are  taking  place  at  the 
present  time  as  to  the  meeting  of  any  deficit  in  Trieste  the  Yugoslavs 
and  others  will  make  a  contribution  to  that  deficit.  If  they  do,  we  will 
not  be  botliered  with  that. 

The  Chairman.  And  if  they  do,  it  will  snow  on  the  fourth  of  July. 

Secretary  Acheson.  That  is  probably  true. 

But  in  the  case  of  each  country,  Mr.  Chairman,  we  will  give  you  a 
complete  analysis  of  it,  and  that  should  be  here  any  minute. 

LOCATION    OF    CENTRAL    ADMINISTRATION 

The  Chairman.  A^Hiere  is  the  central  administration  of  this  thing 
centered  here  in  the  United  States?  Who  is  it  that  is  going  to  ad- 
minister the  overall  responsibility  ? 

Secretary  Acheson.  The  actual  administration,  the  directing  head 
of  this,  should  be  the  principal  relief  supervisor,  or  whatever  that  title 
may  be,  for  Europe,  who  will  be  in  the  field.  We  think  that  the  direc- 
tion of  this  thing  should  not  take  place  from  Washington  but  should 
take  place  from  the  field. 

Senator  Connally.  You  will  have  final  authority  here,  will  you  not, 
over  him  ? 

STATE   DEPARTMENT   HAS    FINAL  AUTHORITY 

Secretary  Acheson.  Oh,  yes,  we  would  have  final  authority.  What 
we  would  have  in  Washington  would  be  a  person  who  would  coordi- 
nate the  activities  of  the  various  Government  departments  who  would 
be  under  Mr.  Clayton.  The  actual  work  will  be  done  by  the  procure- 
ment agencies  of  the  Government.  Mr.  Anderson,  in  the  Department 
of  Agriculture,  would  handle  all  the  fertilizer,  seed,  pesticides,  and 
food.  So  far  as  medical  supplies  are  concerned,  that  will  be  handled 
through  Treasury  procurement.  The  only  job  that  will  be  done  in 
Washington  is  to  check  the  figures  sent  in  from  the  field  and  to  do  the 
purchasing  and  shipping. 

The  Chairman.  Is  there  anything  in  the  bill  on  central  administra- 
tion ? 

Senator  George.  It  is  up  to  the  President.  The  President  may  dele- 
gate all  the  authority  he  has  under  sections  2,  3,  and  4  to  the  State  De- 
partment. 

Senator  Connally.  You  have  to  have  that  pretty  elastic.  We  can- 
not specify  everything  in  detail.  The  responsibility  is  the  President's. 

administration  already  working 

Secretary  Acheson.  The  actual  U.S.  administration  is  really  all 
set  up  and  is  working  now.  Mr.  Anderson  has  been  shipping  grain 
abroad  until  the  first  of  last  July,  about  1  million  tons  of  grain  a  month, 


which  is  a  tremendous  amount.  Now  it  is  less  than  that.  But  we  already 
have  the  machinery  by  which  the  Department  of  Agriculture  buys  and 
ships  and  the  Office  of  Defense  Transportation  provides  the  boxcars 
and  gets  them  to  the  ports,  and  the  War  Shipping  Administration  and 
]\Iaritiine  Commission  provide  the  ships  and  dockage  and  all  of  that. 
The  coordination  of  the  work,  the  needling  that  goes  on,  is  done 
through  the  State  Department.  The  only  thing  new  that  we  need  now  is 
someone  in  the  field  who  says  that  the  situation  in  Italy  is  better  than 
we  thought,  or  it  is  worse  in  Austria  and  they  need  this,  that,  or  the 
other  things  in  the  next  3  months. 

MR.  hoover's  suggestions 

Senator  Smith.  I  would  like  to  ask  you  one  question.  Have  the  sug- 
gestions Mr.  Hoover  made  with  regard  to  this  whole  setup  been  in- 
corporated in  the  plan  ?  I  talked  generally  with  him.  Of  course,  I  have 
great  confidence  in  his  overall  judgment.  I  was  wondering  if  your  plan 
dovetails  in  with  the  recommendations  he  made. 

Secretary  Acheson.  Mr.  Wood  has  had  a  long  correspondence  with 
Mr.  Hoover  on  these  points,  and  I  think  he  can  answer  that  better 
than  I  can. 

Mr.  Wood.  In  most  respects  the  Hoover  suggestions  have  been  in- 
corporated into  the  bill.  There  are  certain  points  on  which  we  do  not 
see  eye  to  eye.  One  of  tlie  main  ones  is  the  question  as  to  whether  these 
countries  should  borrow  this  money  for  the  purpose.  I  think  Mr. 
Hoover  feels,  and  I  can  understand  why  he  does,  in  a  way,  that  these 
people  should  be  asked  to  assume  obligations  to  repay  in  case  they  are 
able  to.  Our  feeling  in  not  agreeing  with  him  is  that  that  is  not  a 
realistic  way  of  looking  at  this  situation  in  the  light  of  the  economic 
prosti'ation  of  these  countries,  and  that  it  would  be  very  difficult  for 
them  to  get  loans  for  rehabilitation  and  reconstruction  if  they  started 
with  this  prior  charge. 

Senator  Lodge.  Did  he  not  also  suggest  that  the  countries  that  are 
going  to  collect  reparations  should  agree  to  defer  these  reparations 
until  the  food  has  been  paid  for  ? 

Mr.  Wood.  Yes.  I  think  he  was  thinking  primarily  of  Germany. 
So  far  as  these  countries  we  are  talking  about  are  concerned,  only  two 
of  the  countries  are  involved  in  that  problem  at  all.  One  is  Italy,  where 
it  is  about  3  years  before  they  pay  any  reparations  at  all,  and  the 
other  is  Hungary,  and  there  it  i3ecomes  a  nice  question  of  judgment  as 
to  whether  you  can  reopen  treaties  and  so  on. 

COUXTRIES    WOULD    NOT    PAY    ANYWAY 

Senator  Connally.  If  you  followed  Mr.  Hoover's  plan  and  re- 
quired these  countries  to  assume  obligations,  they  probably  would 
never  pay  them  anyway. 

Mr.  Wood.  That  is  my  feeling. 

Senator  Connally.  And  it  would  create  a  spirit  more  or  less  after 
while,  of  resentment  and  bitterness  toward  the  United  States,  whereas 
the  gift  in  the  case  of  relief,  in  the  way  of  charity,  ought  to — I  don't 
know  that  it  would,  from  our  past  experience — instill  in  them  a  sense 
of  gratitude  and  appreciation  for  the  humanitarian  attitude  of  the 
United  States.  Is  that  not  true  ? 
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Mr.  Wood.  That  is  my  feeling. 

Senator  Lodge.  If  the}'  are  going  to  pay  reparations  to  Russia  at 
the  same  time,  wily  should  they  not  pay  us  for  our  relief? 

Mr.  Wood.  Of  course,  first  of"  all,  the  reparations  do  not  start  for  a 
number  of  years. 

Senator  Lodge.  Leaving  the  time  factor  out  of  it,  why  are  we  not  as 
entitled  to  repnyment  as  the  Russians  ? 

Mr.  Wood,  ijcjiving  the  time  factor  out  of  it,  there  is  also  the  pro- 
vision that  for  any  reparations  except  in  the  form  of  machinery  for 
war  plants,  made  to  any  of  these  countries — to  Russia  particularly — 
Russia  shall  supply  the  raw  materials  out  of  which  the  finished  goods 
which  are  turned  over  to  them  as  reparations  shall  be  made,  and  there 
is  the  fact  that  in  the  case  of  the  items  that  would  be  delivered,  Italy 
already  has  an  excess  of  plant  capacit}'  and  an  excess  of  labor.  So  that 
it  is  not  as  though  they  were  being  forced  to  deprive  their  own  people 
of  certain  particular  items.  That  was  worked  out  by  Mr.  B^^rnes,  I 
believe,  as  being  about  as  favorable  an  arrangement  for  Italy  as  was 
possible  under  the  circuinstances. 

ITALIANS    TO   PAT    THE    RUSSIANS 

Senator  Lodge.  The  Italians  will  perhaps  pay  something  to  the 
Russians,  will  they  not? 

Mr.  Wood.  It  is  going  to  be  paid  in  the  form  of  delivery  of  ships 
or  certain  machinery  that  would  be  regarded  as  warmaking  machinery, 
or  in  finished  goods  manufactured  in  Italian  plants  from  raw  ma- 
terials supplied  by  Russia. 

Senator  Lodge.  And  you  do  not  think  that  the  Russians  ought  to 
be  willing  to  make  some  allowance  on  that  ? 

Mr.  Wood.  Whatever  I  think,  sir,  I  do  not  believe  they  would  be. 

HUNGARY 

The  Chairman.  Go  up  to  Hungary.  One  of  the  points  made  in  the 
House  minority  report  is.  "B}^  extending  relief  to  Hungary,  the  United 
States  would  be  pajdng  Hungary's  reparations  bill  to  Russia." 

AVhat  is  your  comment  at  that  point  ? 

Mr.  Wood.  My  comment  on  that  point  is  that  that  is  the  one  really 
difficult  situation.  I  said  to  the  House  committee,  and  Mr.  Cla^-ton 
did,  too,  that  there  was  no  question  in  our  minds  that  Hungary  did 
not  need  as  much  of  this  relief  if  she  did  not  have  to  pay  reparations 
to  Russia.  There  is  a  fact.  One  cannot  think  it. 

I  think  one  has  to  look  at  the  situation — at  least  I  look  at  it — from 
this  standpoint.  Here  we  ha-s^e  a  country'  which  is  desirous,  and  we 
are  desirous,  of  having  them  return  to  a  peacetime  status.  There  has 
been  worked  out,  though  not  approved  yet,  a  proposed  peace  treaty. 
It  would  be  most  desirable  to  have  the  occupying  forces  withdraw 
and  the  country  resume  its  independence.  That  peace  treat}^  contains 
certain  stipulations  as  to  reparations  to  the  occupying  forces.  If  the 
peace  treaty  is  signed  and  those  reparations  are  paid,  and  Hungary 
rosumos  its  independence,  there  will  be  a  need.  Should  we  attempt  to 
reopen  the  whole  Hungaiian  treaty?  It  amounts,  I  think,  per  year, 
to  something  like  $25  million  or  $35  million  in  tlie  form  of  reparations. 
It  is  just  a  matter  of  judgment,  and  do  we  let  people  starve  because 
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'of  certain  provisions  in  this  peace  treaty,  for  wliicli  there  are  perhaps 
^ood  reasons  for  supporting  it  as  it  is  drawn?  Will  we  let  people 


starve  because  of  that  situation  ? 


The  Chairman.  I  assume  you  are  saying,  furthermore,  that  the 
reparations  problems  are  outside  of  the  jurisdiction  of  this  bill  or  this 
Congress. 

Mr.  Wood.  Yes.  I  think  this  Congress  can  either  say  we  will  not  have 
anything  included  for  Hungary  because  they  are  paying  to  Kussia, 
■or  not,  as  the  case  may  be.  Certainly  that  is  the  only  thing  that  is  within 
the  jurisdiction  of  this  particular  bill. 

The  Chairman.  Do  you  remember,  Mr.  Secretary,  when  the  Hun- 
garian reparations  start  ? 

Secretaiy  Acheson.  I  do  not  remember. 

Mr.  Wood.  They  have  started.  I  believe  they  were  postponed  for  the 
time  being,  as  a  gesture  of  helpfulness  to  Hungary  in  their  present 
•difficult  situation,  but  I  think  they  started  shortly  after  the  end  of  the 
war. 

The  Chairman.  My  recollection  is  that  the  Italian  reparations  do 
not  start  for  2  years.  Is  that  correct  ? 

Mr.  Wood.  It  is  about  21^  or  3  years. 

Secretary  Acheson.  I  think  so. 

REV0L\r[NG  FUND 

Senator  Smith.  Speaking  of  this  requirement  that  all  local  funds  ac- 
cruing from  the  sale  of  U.S.  supplies  be  deposited  in  a  special  account 
to  be  used  only  upon  approval  of  the  United  States  for  relief  and  re- 
habilitation purposes,  that  is  a  revolving  fund  ? 

Mr.  Wood.  I  think  that  is  one  of  the  most  interesting  and  useful  as- 
pects of  this  bill.  There  are,  of  course,  many  people  in  these  countries 
who  have  local  currency. 

Senator  Smith.  We  did  that  in  Belgian  relief  in  World  War  I. 

Mr.  Wood.  They  have  currency  and  can  pay  for  it,  and  the  problem 
is  one  of  supply.  Those  funds,  it  seems  to  me,  can  be  used  for  the  build- 
ing of  wings  on  hospitals  and  various  other  long-range  relief  aspects, 
so  that  they  will  stand  there  as  monuments  to  the  generosity  of  the 
people  of  the  United  States  for  some  time  to  come.  What  we  are  giving 
them  now  is  consmiied  immediately. 

Senator  Connally.  There  is  one  clause  in  the  bill  that  these  relief 
items  shall  be  distributed  without  regard  to  the  purchasing  power  of 
the  people. 

Mr.  Wood.  That  is  true. 

Senator  Connallt.  Suppose  some  rich  man  gets  this.  Would  he  not 
be  expected  to  pay  for  it  ? 

Mr.  Wood.  He  would  be  expected  to  pay  for  that  portion  that  he  got 
for  himself.  In  the  case  of  people  without  any  funds  whatever,  they 
would  be  given  the  supplies  free. 

Senator  Connally.  That  is  right. 

HUNGARIAN  REPARATION  PROPOSAL 

The  Chairman.  Let  us  have  the  record  show  this  Hungarian  repara- 
tions proposal,  because  this  is  inevitably  going  to  be  a  matter  of  con- 
troversy. Hungary  is  assigned  a  debt  of  $300  million  in  reparations, 
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payal)le  over  8  years  from  January  20, 1945,  in  commodities,  raachinery, 
equipment,  river  craft,  grain,  and  other  commodities,  the  sum  to  be 
paid  to  the  Soviet  Union  to  amount  to  $200  million  and  the  sum  to  be 
paid  to  Czechoslovakia  and  Yugoslavia  to  amount  to  $100  million. 

Senator  Connally.  Half  of  that  to  each  ? 

The  Chairiman.  I  suppose  so.  It  does  not  say. 

Senator  Lodge.  How  much  of  this  would  be  in  goods  and  how  much 
of  it  in  cash  ? 

Mt-.  Wood.  Of  tlie  $350  million  ? 

Senator  Lodge.  Yes,  roughly. 

Mr.  Wood.  It  is  impossible  to  say  at  the  moment.  As  it  readies  the 
other  side,  it  will  all  be  in  goods.  If  cash  is  inade  available,  under  very 
strict  control,  it  will  be  made  for  the  procurement  of  goods  shipped 
from  this  country,  with  a  very  slight  exception  to  that.  I  think  we  will 
have  to  perhaps  buy  some  phosphate  rock  in  North  Africa  because  of 
the  shortage  of  fertilizer. 

Senator  Lodge.  Generally  speaking  there  will  not  be  American  funds 
made  available  to  foreign  purchasers. 

Mr.  Wood.  Funds  may  be  made  available  for  procurement  under 
supervision  in  this  country  by  foreign  governments. 

wUjL,  the  funds  be  efficiently  administered? 

Senator  Lodge.  Are  you  satisfied  that  this  thing  will  be  efficiently 
administered,  without  profiteerihg  and  without  a  black  market  and 
without  all  that  stuff? 

Mr.  Wood.  Yes,  I  am.  I  think  without  doubt  there  may  be  an  occa- 
sional local  instance  of  something  getting  into  the  black  market.  That 
could  not  be  prevented  even  in  this  country. 


profiteering  damages  united  states 

Senator  Lodge.  You  will  probably  have  a  little  of  it.  I  remember 
when  I  was  over  there  the  dreadful  damage  done  to  good  will  to  the 
United  Stntes  by  the  profiteering  in  cigarettes  and  all  types  of  Amer- 
ican supplies  and  American  gasoline  that  Avas  going  on.  Far  from 
creating  good  will  for  the  United  States,  it  created  ill  will  for  us. 

Mr.  Wood.  The  number  of  items  that  are  going  to  be  shipped  in  un- 
der this  proposal  are  relatively  small.  There  are  not  going  to  be  any 
cigarettes,  no  machinery.  Any  raw  materials  will  be  unprocessed  mate- 
rials for  clothing,  for  example.  The  gamut  of  the  list  of  items  that 
will  go  in  will  be  much  restricted  as  compared  with  any  previous 
program. 

ration  and  price  control  system 

The  Chairman.  I  notice  the  Secretary  said  in  his  statemen.t  that 
among  other  requirements  would  be  "Provision  for  an  adequate  ration 
and  price  control  system  so  that  all  classes  of  the  population  irrespec- 
tive of  purchasing  power  shall  receive  their  fair  shnre  of  essential  sup- 
plies." Does  that  mean  a  general  ration  and  supplies  control  system 
for  the  country,  or  a  ration  and  price  control  system  for  our  supplies? 

Mr.  Wood.  You  cannot  do  the  one  without  ffoinff  into  the  field  of 
tlie  other  to  some  extent.  What  we  are  proposing  to  do  is  to  go  and 
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discuss  the  question,  specifically,  first  of  the  distribution  of  these  sup- 
plies, but  as  bearing  on  that  will  be  an  efficient  and  strict  ration  and 
price  control  systeni  not  only  for  these  supplies  but  for  supplies  of  a 
similar  nature  produced  locally  or  imported  from  other  sources  from 
other  contributors  to  this  program.  It  will  involve  delving  into  the 
whole  problem  of  ration  and  price  control  in  each  one  of  these 
countries. 

The  Chairman.  You  mean  you  are  going  to  require  each  one  of 
these  countries  to  set  up  an  OPA  in  order  to  qualify  for  this  relief  ? 

MINIMUM    STEPS    TO    BE    TAKEN 

Mr.  Wood.  I  would  hardly  state  that.  Senator  Vandenberg,  but  there 
are  minimum  steps  that  must  be  taken  if  this  relief  is  to  be  effective. 
That  applies  only  to  the  food  items,  not  the  whole  gamut  of  supplies 
that  are  consumed  in  the  country. 

Senator  Connally.  That  is  to  avoid  this  black  market  that  Senator 
Lodge  mentioned. 

Mr.  Wood.  Yes.  Considerable  work  has  to  be  done  along  those  lines. 

Senator  Lodge.  You  have  to  have  price  control  in  comitries  where 
there  is  not  enough  to  go  around. 

SUPPLIES  PURCHASED  AND  FURNISHED  FROM  UNITED  STATES 

Senator  George.  You  say  that  all  the  supplies  are  going  to  be  pur- 
chased in  this  country  and  furnished  from  this  country  ? 

Mr.  Wood.  I  would  say  all  except  where  it  is  clear  that  the  supplies 
are  not  available  in  this  country,  and  the  one  thing  we  know  of  now 
is  the  question  of  pliosphate  rock.  There  are  plentiful  supplies  of  that 
in  North  Africa.  Some  of  these  countries  need  fertilizer.  Fertilizer  is 
very  shoit  in  this  country,  and  I  think  it  would  be  a  mistake  to  limit 
the"  bill  inflexibly  to  procurement  in  this  country,  but  it  would  be  a 
relatively  minimum  amount. 

JAPAN    AND    BRAZILIAN    COTTON 

Senator  George.  You  are  not  going  to  work  it  on  the  same  theory 
that  the  Army  is  working  on  the  purchase  of  supplies  in  the  occupied 
areas  ?  The  Army  is  proposing  right  now  to  buy  about  800  million  bales 
of  Indian  and  Brazilian  cotton,  not  because  it  is  available  in  this 
country  but  the  prices  here  are  a  bit  higher  than  they  are  in  Brazil. 
They  intend  to  ship  it  to  Japan,  and  Japan  never  used  any  Brazilian 
cotton  in  her  whole  history. 

Mr.  Wood.  I  know  that  whole  question  is  under  discussion. 

Senator  George.  And  the  State  Department  has  something  to  do 
with  that,  too. 

Mr.  Wood.  Yes.  We  will  be  discussing  that  with  the  Army.  We  are 
discussing  the  question  now  and  hope  to  find  the  light  solution  for  the 
problem.  I  gather  that  the  purchase  of  the  complete  requirement  of  the 
occupied  areas  of  this  country  might  result  in  the  development  of 
considerable  shortages.  I  believe  our  carryover  is  as  low  as  it  has 
been  in  history,  and  it  might  also  have  a  very  bad  inflationary  effect 
on  prices  here. 
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Senator  George.  And  a  very  bad  inflationary  effect  in  the  other  conn- 
tries  to  whom  Tve  are  giving  this  stuff.  There  is  no  way  to  get  around 
that  point.  The  Avhole  point  about  this  cotton  is  this :  The  Japanese 
mills  do  not  need  cotton  until  the  new  crop  comes  in,  but  they  will  need 
cotton  when  the  new  crop  comes  in  here,  and  nobody  can  tell  yet  what 
our  production  is  going  to  be  in  the  United  States. 

Mr.  Wood.  I  do  not  know  as  to  the  time  elements.  I  have  just  begun 
to  look  into  that,  so  I  am  afraid  I  am  not  very  well  informed  on  that 
at  the  moment. 

Senator  George.  I  have  been  in  two  conferences  with  the  War  De- 
partment people,  and  they  had  the  idea  that  they  could  get  Brazilian 
cotton  for  about  10  cents  a  pound  below  the  American  cotton,  which  is 
not  at  all  right.  There  is  350  points'  difference,  but  there  is  a  spinnable 
advantage  in  favor  of  American  cotton  of  70  or  80  points,  so  it  is  only 
about  21/4  or  3  cents'  difference.  It  is  not  a  question  of  cotton  not  being 
available.  They  say  their  problem  is  to  get  money. 

That  brings  up  a  serious  problem,  particularly  when  you  are  going 
out  into  an  area  to  buy  a  product  and  establisli  trade  relations  with  a 
country  and  between  countries  where  no  trade  relations  in  that  com- 
modity ever  existed  before.  It  is  a  pretty  serious  problem  to  about  6 
million  people  in  the  United  States. 

Mr.  Wood.  It  is  under  study  now,  and  I  hope  we  will  find  the  right, 
fair  and  proper  solution. 

SIX  OR    12-MONTH   PROGRAM? 

The  Chairman.  Mr.  Secretary,  another  point  raised  by  the  House 
Minority  Report  is  this :  The  program  is  for  12  months,  and  under  the 
recommendations  of  the  General  Assembly  it  ought  to  last  no  longer 
than  6.  What  is  the  comment  on  that  ? 

Mr.  Wood.  Actually,  of  course,  tliB  comment  on  that  would  be  to  go 
back  to  the  way  in  which  this  deficit  has  been  figured.  We  have  taken 
the  minimum  import  requirement  of  these  countries  for  the  year,  their 
probable  earnings  on  foreign  exchange,  their  exports,  and  so  on,  and 
subtracted  the  two  and  come  out  with  a  deficit  for  that  period.  So  that 
has  been  subtracted  from  the  UNRRA  imports  that  are  going  in  this 
year,  and  the  whole  calculation  is  based  on  the  calendar  year  1947. 

The  House  report  went  on — I  think  it  is  a  reflection  on  my  ability  to 
explain  things  because  I  thought  I  had  made  it  clear — to  state  that 
the  money  was  asked  to  be  available  until  the  end  of  the  fiscal  year, 
or  the  middle  of  1948,  and  therefore  it  was  assumed  that  these  ship- 
ments were  going  forward  and  the  requirements  had  been  figured 
for  the  period  ending  June  30, 1948.  That  is  not  the  case.  The  require- 
ments were  figured  for  the  calendar  year  1947,  on  the  basis  that  the 
Secretary  described.  The  appropriation  was  asked  for  to  be  available 
until  the  end  of  the  fiscal  year  in  order  to  pay  rundown  expenses  and 
any  slipover  into  the  beginning  of  next  year,  so  that  we  would  not 
run  into  some  of  these  problems  of  the  cutoff  if  there  were  a  slight  ex- 
tension of  shipments. 

The  Chairman.  In  other  words,  the  program  itself  in  the  field  is 
contemplated  essentially  to  terminate  next  New  Year's  Day?  Is  that 
right? 
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Mr.  Wood,  That  is  right.  There  will  be  perhaps  some  slipovers  in 
there. 

The  Chairman.  What  is  this  reference  to  the  recommendations  of 
the  General  Assembly  ? 

Mr.  Wood.  Is  that  in  the  House  minority  rej)ort? 

The  Chairman.  That  is  what  I  understand.  It  says  that  in  line  with 
recommendations  of  the  General  Assembly  it  ought  to  last  no  longer 
than  6  months. 

Mr.  Wood.  The  General  Assembly  had  also  figured  their  requirement 
for  the  year  1947. 1  don't  know  what,  exactly,  they  had  in  mind  in  that. 
There  was  imdoubtedly  some  confusion  in  the  minds  of  the  three  mem- 
bers on  this  minority  report,  because  the  facts  are  that  both  the  Tech- 
nical Committee  of  the  General  Assembly,  which  did  the  computing, 
and  our  experts,  computed  the  need  on  the  basis  of  the  calendar  year 
1947. 

RELIEF  FOR  POLAND  AND  HTTNGARY 

The  Chairman.  Another  point  in  the  minority  report  is  this :  "There 
is  no  assurance  that  the  Communists  in  Poland  and  Hungary  will  not 
receive  the  greater  part  of  the  relief  granted."  I  suppose  that  is  true. 
There  is  no  such  assurance. 

Mr.  Wood.  There  is  no  such  assurance.  I  think  we  can  be  pretty  sure, 
in  general,  with  only  some  exceptions,  that  we  can  so  administer  this 
program  in  Poland  that  there  will  not  be  any  wide  scale  or  widespread 
diversion  purely  to  members  of  the  faithful.  With  our  observation  and 
the  publicity  in  the  country  it  seems  to  me  we  can  be  reasonably  sure 
that  we  can  see  to  it  that  there  isn't  such  diversion.  If  we  see  that  there 
is,  and  there  is  any  dishonesty  and  abuse,  we  will  cut  off  the  program 
immediately. 

The  Chairman.  In  other  words,  it  will  be  fair  to  say  that  the  bill 
itself  requires  you  to  distribute  this  relief  without  discrimination  as  to 
race,  creed,  or  political  belief;  therefore,  the  Communist,  as  such,  is 
eligible  for  relief. 

RELTEF  FOR  "a  NEEDY  COMMUNIST" 

Mr.  Wood.  A  needy  Communist  ought  to  get  relief. 
The  Chairman.  Precisely. 

On  the  other  hand,  you  do  have  ample  protection  against  a  Com- 
munist monopoly  of  these  funds  for  the  exploitation  of  this  relief. 
Mr.  Wood.  This  is  the  case,  sir. 

BILL    charged    to   BE   MORE   THAN   RELIEF 

The  Chairman.  Wliat  have  you  to  say  of  this  criticism  in  the  House 
minority  report :  "The  bill  goes  beyond  mere  relief  and  gets  into  reha- 
bilitation and  reconstruction." 

Mr.  Wood.  That,  again,  is  a  misconception.  I  feel.  Actually  the 
computation  of  minimum  import  requirements  included,  for  example, 
such  things  as  the  import  of  small  amounts  of  steel  and  replacement 
parts  for  machinery  .This  bill  is  not  going  to  buy  any  of  such  things, 
but  any  country,  in  order  not  to  fall  back  into  cliaos,  in  order  to  meet 
the  condition  which  I  think  was  a  very  sound  one  that  was  put  into  the 
definition  of  relief  needs,  as  being  those  items  required  if  the  supply 
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of  tlic  basic  essentials  of  life  were  not  to  be  threatened,  needs  not  only 
a  supply  of  food  and  raw  materials,  but  replacement  parts  for  its  trans- 
portation system  and  that  sort  of  thing.  Minimimi  amounts  of  those 
were  put  into  the  imports  side  of  the  computation,  and  countries  are 
expected  to  have  to  import  certain  things  of  that  sort,  and  they  will  do 
so  by  paAnng  for  them  with  their  own  foreign  exchange.  Wliat  we  have 
got  here  is  a  deficit  after  requirements  for  those  imports  vrhich  we 
would  meet  by  supplying  the  food.  In  most  cases  the  food  required  to 
be  imported  is  greater  than  the  total  deficit. 

I  tJiink  the  minority  group  had  a  misconception  there,  by  looking 
only  at  the  list  of  imports  and  assuming  from  that  that  we  were  going 
to  spend  our  money  to  import  those  goods. 

The  Chairman.  But  that  is  not  the  case  ? 

Ml'.  Wood.  That  is  not  the  case. 

CAKE   FOR   CHILDREN 

The  Chairman.  Of  course,  these  criticisms  in  the  minority  report, 
that  the  program  would  dissipate  our  strength  and  services  without 
reaching  the  children,  women,  and  men  who  really  need  help,  and  then 
the  suggestion  that  no  provision  is  made  for  special  attention  and  care 
for  children 

Mr,  Wood.  Could  I  comment  on  that  later  ? 

The  Chairman.  I  will  comment  on  it  first,  that  these  gentlemen  may 
have  a  chance  to  exercise  their  interest  in  children  by  voting  for  the 
children's  fimd  when  it  comes  along.  It  had  not  occurred  to  me  too 
enthusiastically  that  we  could  yet  permit  ourselves  the  finer  sense  of 
humanity  involved  in  the  case  of  children  so  long  as  the  fundamental 
problem  is  unanswered. 

Mr.  Wood.  That  is  exactly  what  I  was  going  to  say,  and  actually 
these  people  who  are  concerned  with  the  children's  fund — and  Mr. 
Hoover  is  one  of  those — have  stated  many  times  that  the  children's 
fund,  if  it  does  go  forward,  would  be  totally  ineffective  if  these  basic 
needs  for  bread  in  the  country  were  not  met. 

Actually,  much  of  the  wheat  and  grain  imported  under  this  bill  if 
passed  would  actually  go  to  children,  and  the  children's  fund  is  de- 
signed to  build  on  that  foundation  and  give  milk  and  cod  liver  oil  and 
things  of  that  sort  which  are  specially  required  for  the  development 
of  the  health  of  children. 

children's  fund  bill 

The  Chairman.  Do  you  expect  to  send  down  this  children's  fund  bill 
this  session? 

jNIr.  Wood.  Yes,  sir ;  if  the  Bureau  of  the  Budget  approves. 

The  Chairman.  That  involves  how  much  for  us,  $100  million  ? 

y\r.  Wood.  No,  sir.  I  do  not  know  what  the  Bureau  of  the  Budget 
Avill  do  about  it.  and  therefore  perha]is  I  should  comment  off  the  record. 

(Discussion  was  continued  off  the  record.) 

The  Chairman.  I  would  like  to  have  a  report  of  the  meeting  of  the 
American  delegation  in  New  York  when  it  was  discovered  that  $.^^50,- 
000  was  available  from  T^a  Giiardia's  resources  to  start  a  children's 
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fund.  Wlien  I  suggested  that  I  was  very  fearful  that  the  $550,000 
would  be  run  into  a  good,  sizable  sum  before  they  got  very  far.  I  was 
assured  that  nothing  of  the  sort  would  happen,  and  that  this  was  to  be 
just  a  sort  of  a  nest  egg  to  which  more  or  less  voluntary  contributions 
were  to  accrue,  and  that  we  were  not  going  to  embark  upon  any  large 
children's  program  so  long  as  we  had  these  other  basic  programs 
unanswered. 

It  looks  very  much  to  me  as  though  I  were  a  better  prophet  than  they 

are  economists. 

Mr.  Wood.  The  record  shows  that,  I  think.  It  has  not  been  decided, 
Senator  Vandenberg. 

The  Chairman.  As  I  said  in  New  York,  I  love  children  just  as 
much  as  anybody  else  does,  but  there  is  a  point  at  which  the  humanities 
have  to  be  squared  with  economics. 

Mr.  Wood.  The  original  request  for  the  children's  fund  involved  a 
blank  assumption  that  we  would  readily  appropriate  some  $100  million 
for  it,  and  I  took  a  look  at  it  and  it  was  clearly  a  duplication  of  this 
relief  bill.  Thev  were  going  to  import  wheat  and  everything  else,  and 
I  said  to  them,'"That  is  something  that  is  entirely  out  of  the  question. 
Let's  see  what  perhaps  might  be  done  in  the  form  of  supplying  cod 
liver  oil  and  milk,  which  is  in  surplus  supply  in  this  country — whole 
milk— and  so  on",  and  the  Budget  Bureau  is  now  considering  the  ques- 
tion. The  suggested  figure  has  been  $40  million  to  cover  some  20  nnillion 
children  in  Europe. 

The  Chairman.  So  long  as  we  are  engaged  in  this  overall  relief 
problem  on  an  enormous  scale,  why  should  we  have  a  separate  children's 
fund  this  year  ? 

Mr.  Wood.  For  the  reason,  if  it  is  decided  to  do  so,  that  there  are 
certain  foods  which  are  not  provided  for  in  this  bill,  or  available  in 
such  quantities  from  local  production,  which  are  almost  essentially 
needed  if  some  of  the  malnutrition  that  children  have  been  suffering 
from  during  the  war  years  and  post-war  years  is  to  be  overcome.  The 
vitamins  contained  in  milk  and  cod  liver  oil  certainly  are  extremely 
desirable  if  we  are  to  try  to  recover  some  of  the  ground  lost  in  child 
health. 

The  Chairman.  I  totally  agree  w-ith  that  point  of  view  regarding  the 
necessity  for  serving  child  health  and  overcoming  this  cumulative 
malnutrition,  but  the  point  I  am  asking  you  about  is  this :  AVliy  should 
that  not  be  part  of  our  one  central  relief  plan,  instead  of  setting  it  off 
in  an  organization  by  itself  and  thus  giving  it,  it  seems  to  me,  a  relative 
importance,  and  almost  a  priority,  when  you  have  your  fundamental 
problems  facing  you  ? 

Mr.  Wood.  I  think  part  of  the  reason,  sir,  is  administrative.^  In 
order  to  do  a  child  feeding  job  you  have  to  have  quite  an  organiza- 
tion. They  tell  me — I  am.  not  an  expert  on  the  subject — that  the  only 
way  to  do  it  properly  is  to  actually  supply  meals  and  feed  the  children 
in  schools,  and  that  requires  a  much  more  detailed  physical  distribution 
of  the  supplies  than  we  would  contemplate  in  this  relief  bill.  I  think 
that  is  perhaps  one  of  the  main  reasons  for  a  determination  of  that 
sort. 

The  Chairman.  I  do  not  know  how  many  of  these  bills  Congress 
is  willing  to  assimilate  that  you  are  sending  down  here. 
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SHIPMENT  NEEDED   IN    EARLY   MAT 

The  Secretary's  statement  says.  "We  must  be  able  to  commence- 
shipments  early  in  May  if  a  breakdown  of  food  distribution,  with  a 
threat  of  starvation  and  civil  unrest,  is  to  be  avoided  during  this 
critical  period." 

Early  in  May  is  only  3  or  4  weeks  off.  It  is  perfectly  obvious,  is  it  not,. 
that  your  system  is  not  going  to  be  able  to  start  working  that  soon? 

Secretary  Acheson.  I  am  afraid  it  is,  Mr.  Chairman.  That  is  when 
we  run  out  of  the  present  shipments.  I  think  there  is  bound  to  be  a 
hiatus. 

The  Chairman.  That  hiatus  could  represent  a  very  serious  danger 
in  respect  to  some  of  our  other  programs,  might  it  not? 

Secretary  Acheson.  Yes,  sir. 

PRESSURE   FOR  ACTION 

The  Chairman.  In  other  words,  there  is  a  very  great  pressure  for 
action  on  this  measure. 

Secretary  Acheson.  Very  great,  indeed. 

The  Chairman.  This  bill  is  only  an  authorization,  is  it  not  ? 

Secretary  Acheson.  Yes,  sir. 

The  Chairman.  You  still  have  to  get  the  appropriation  afterwards? 

Secretary  Acheson.  Yes,  sir. 

The  Chairman.  Senator  Lodge,  have  you  anything  further  to  in- 
quire about? 

Senator  Lodoe.  Yes.  I  would  like  to  ask  whether  there  was  an  original 
bill  of  which  House  Joint  Resolution  153  is  a  modification. 

Secretary  Acheson.  That  is  correct.  It  was  one  worked  out  by  the 
Legislative  Counsel  and  us.* 

Senator  Lodge.  I  wonder  if  we  could  have  a  print  that  would  show 
the  changes  that  the  House  made  in  the  bill  tliat  the  State  Depart- 
ment worked  out. 

Secretary  Acheson.  The  House  reported  a  new  bill. 

Senator  Lodge.  I  would  like  to  have  something  that  would  show  the 
changes  the  House  made  in  the  bill  tjiat  was  the  father  of  this. 

Secretary  Acheson.  We  will  send  it  up  to  you,  with  the  deletions 
stricken  through  and  the  additions  underlined. 

The  Chairman.  There  were  ver\^  substantial  changes,  were  there 
not? 

Secretary  Acheson.  Yes,  sir. 

ACHESON    approves    HOUSE    BILL 

The  Chairman.  And  as  I  understand  it,  you  approved  the  bill  as 
reported  to  the  House. 
Secretary  Acheson.  Yes. 

SOURCE   of    $.'^.-0,000,000    FIGURE 

Senator  Lodge.  Does  the  information  on  which  this  is  based,  the 
$350,000,000  fioiire,  come  from  people  in  our  embassies,  from  UNRRA, 
from  the  Red  Cross,  or  where  does  that  come  from  ? 

*A  copy  of  this  original  draft  Is  printed  in  the  appendix,  p.  254, 
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]\Ir.  Wood.  It  comes  from  all  sources.  A  great  deal  of  it  is  from  peo- 
ple in  our  embassies.  We  have  also,  of  course,  had  the  benefit  of  any 
reports  that  the  UNREA  people  have  developed,  that  the  United  Na- 
tions Technical  Committee  has  done.  We  have  gotten  reports  and  con- 
ferred with  Eed  Cross  and  voluntary  agency  people  in  the  coimtry. 
•Our  agricultural  attaches  have  traveled  all  over  these  countries  and 
made  estimates  and  conclusions  as  to  the  crop  conditions.  Also,  the 
whole  background  of  our  economic  statistics  in  the  Department  of 
State  and  in  Commerce  and  in  Treasury  as  well,  and  in  Agriculture, 
have  been  used.  All  these  conclusions,  for  example,  have  been  checked 
against  our  knowledge  from  prewar  statistics,  to  just  make  sure  that 
they  are  at  least  reasonable  in  the  light  of  the  changes  that  we  know 
of  since  that  time.  They  have  been  very  carefully  studied  and  many 
sources  of  information  have  gone  into  them. 

Senator  Lodge.  You  feel  this  figure  is  really  very  carefully  arrived 
at? 

Mr.  Wood.  Indeed  it  is.  I  don't  mean  to  say  that  in  all  cases  one  has 
the  kind  of  statistical  services  that  make  you  absolutely  certain  to  the 
last  penny.  There  are  estimates  in  them,  the  best  estimates  we  can  make 
in  the  light  of  all  the  facts  that  can  be  gathered. 

Senator  Lodge.  Thank  you.  That  is  all  I  have. 

OVERALL    CONTROL 

The  Chairman.  It  is  perfectly  clear  from  the  text  of  the  resolution 
as  reported  to  the  House  that  our  overall  control  of  these  supplies  con- 
tinues straight  through  to  the  finish  ?  Is  that  plain  in  the  bill  ? 

Mr.  Wood.  I  do  not  know  that  it  is  specifically  so  stated,  but  it  cer- 
tainly is  implied  so  clearly  in  the  bill  that  I  should  not  think  there 
would  be  any  question  about  it.  Furthermore,  I  think  it  is  perfectly 
clear  that  the  use  of  the  local  proceeds  of  sale  with  our  approval  has 
no  time  limit  on  it.  It  continues  indefinitely. 

The  Chairman.  Subsection  (g)  on  page  4  says : 

Representatives  of  the  Government  of  the  United  States  will  be  permitted  to 
supervise  the  distribution  among  the  people  of  such  country  of  the  supplies  trans- 
ferred or  otherwise  made  available  pursuant  to  this  joint  resolution. 

Then,  in  section  4 : 

The  President  shall  cause  representatives  of  the  Government  of  the  United 
States  (1)  to  supervise  the  distribution  of  such  supplies  among  the  people  of 
such  country,  and  (2)  to  observe  and  report  with  respect  to  the  carrying  out  of 
the  assurances  given  to  the  President  pursuant  to  section  3. 

Mr.  Wood.  I  would  think  that  would  pretty  clearly  imply  that  there 
is  no  time  limit  set  on  the  supervision  of  the  distribution  of  these  sup- 
plies, and  it  would  indicate  to  me  that  until  the  last  bit  of  supplies 
w^ere  distributed,  that  right  would  continue. 

USE   OF   LOCAL   FUNDS 

The  Chairman.  Well,  the  thing  in  which  I  was  particularly  in- 
terested was  mentioned  by  the  Secretary  in  his  statement  on  page  7, 
where  he  is  outlining  the  agreements  that  will  be  required  of  countries 
receiving  aid,  and  he  said : 

Requirement  that  all  local  funds  accruing  from  the  sale  of  United  States  sup- 
plies be  deposited  in  a  special  account  to  he  it  •cd  only  upon  approval  of  the 
United  States  for  relief  and  rehabilitation  purposes. 
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I  like  that  statement  so  much,  and  I  tliink  it  goes  so  completely  to 
the  core  of  the  phase  of  the  problem  that  I  have  in  mind,  that  I  am 
wondering  whether  that  requirement  could  not  be  put  into  this  statute 
in  some  way. 

Secretary  Acheson.  I  see  no  reason  why  not,  Mr.  Chairman, 

The  CiiAiRMAx.  Will  you  see  if  you  can  suggest  some  language  to  do 
that? 

Secretary  Aciii:son.  Yes,  sir. 

The  Chairman.  I  think  that  would  be  substantially  helpful  on  the 
floor  of  the  Senate. 

Secretary  Acheson.  Yes,  sir.  We  will  be  glad  to  do  that. 

The  Chairman.  All  right.  I  guess  that  completes  the  necessities  of 
the  moment. 

(Discussion  was  off  the  record.) 

HOW  U.S.  share  of  aid  determined 

The  Chairman.  I  wish  you  would  answer  one  question  on  the  record. 
How  do  you  arrive  at  the  conclusion  that  our  share  of  $600  million  is 
$350  million? 

Secretary  Acheson.  I  will  have  to  ask  Mr.  Wood  to  answer  that 
question. 

Mr.  Wood.  We  arrived  at  the  conclusion  b}'  taking  as  optimistic  a 
vievr  of  what  other  countries  miglit  supply  as  we  thought  we  could 
possibly  take,  regarding  that  as  a  sound  method  for  giving  them  as 
much  of  an  incentive  as  possible  to  chip  in. 

You  did  not  hear,  Senator,  I  do  not  believe,  all  of  the  debates  in 
Committee  II  of  the  General  Assembly,  but  this  matter,  as  you  know, 
t^as  being  debated  very  vigorously,  and  Mr.  LaGuardia  was  pumping 
for  a  continuation  of  ITNRRA  or  something  of  that  sort,  and  so  many 
of  these  countries  were  saying  "Me  too ;  let's  do  this." 

We  felt  that  under  those  circumstances  we  were  entitled  to  expect 
that  some  of  these  countries  would  make  a  real  effort,  having  declared 
themselves  so  strongly  in  favor  of  everybody  joining  in  and  helping 
the  needy  countries  of  the  world.  So  we  felt  that  we  certainly  should 
not  place  our  part  of  the  contribution  so  high  as  to  relieve  that  in- 
centive. 

There  was  a  further  reason.  There  has  been,  since  UNRRA  was 
formed  and  we  agreed  to  put  in  72  percent,  a  very  considerable  re- 
covery in  certain  of  the  countries  that  were  badly  affected  by  war, 
notably  the  western  and  northwestern  European  countries,  and  there 
have  been  good  harvests  in  South  America,  and  we  felt  that  other 
countries  could  make  up  a  larger  proportion  of  the  total  needs  than 
they  had  made  up  in  the  UNRRA  period,  and  it  was  a  matter  of  esti- 
mating and  judgment  of  that  nature  that  caused  us  to  do  this. 

The  Chairman.  Wliere  is  the  responsibility  from  here  out  in  chasing 
down  these  collateral  contributions  you  are  talking  about? 
_  Mr.  Wood.  Responsibility  lies  in  the  Secretariat  of  the  United  Na- 
tions in  the  first  place,  which,  under  the  resolution,  was  given  the  job 
of  acting  as  a  clearinghouse.  It  lies  also  on  the  receiving  countries.  I 
think  we  have  told  them  so,  that  each  receiving  country  should  itself 
take  steps  to  approach  countries  which  might  assist  and  lay  their  needs 
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before  them  and  ask  for  their  help.  I  think  it  lies  upon  us  and  upon 
the  British  and  Canadians  and  others  also  to  do  what  we  properly  can 
to  get  in  touch,  as  we  have  with  the  British  and  Canadians,  for  ex- 
ample, and  in  our  discussions  with  the  Brazilians,  and  to  do  a  bit  of 
needling  ourselves.  We  are,  of  course,  in  a  much  better  position  to  do 
that  if  we  can  say  to  them,  "Here,  we  are  the  people  who  stood  out 
for  this  method  of  doing  it  and  we  have  made  good  on  our  promise. 
Now  what  are  you  going  to  do  ?" 

THREEFOLD   RESPONSTBILITY 

I  think  it  is  really  a  threefold  responsibility:  the  countries  that 
would  receive  relief,  the  organization  of  the  United  Nations,  and  each 
country  that  is  interested  in  this.  ' 

I  Secretary  Acheson.  May  I  add  a  little  bit?  Mr.  Dort  has  just  told 
me  that  the  Secretary  of  the  United  Nations  is  calling  periodic  meet- 
ings of  about  19  potential  contributing  countries  in  which  he  goes  over 
the  figures  and  asks  each  country  to  report  what  it  is  doing  and  what 
it  intends  to  do.  We  have  kept  the  Secretariat  fully  informed  of  our 
activities  and  plans,  and  these  other  countries  are  being  called  up  and 
in  that  way  are  being  definitely  put  on  the  spot  as  to  whether  they  are 
going  to  come  through  with  the  statements  made  in  the  General  As- 
sembly or  whether  they  are  not. 

The  Chairman.  Well,  with  this  time  pressure  on  you  it  is  pretty  clear 
that  it  is  going  to  start  out  with  total  resources  substantially  less  than 
$600  million;  is  it  not? 

Mr.  Wood.  That  is  right. 

The  Chairman.  And  that  means,  then,  that  even  at  the  level  you 
have  figured  for  our  relief  to  these  various  countries,  there  must  be  an 
immediate  revision  downward,  is  that  right  ? 

Mr.  Wood.  I  am  not  sure  that  I  quite  understand. 

RELIEF  TO  ARRIVE  AT  LAST  SECOND 

The  Chairman.  Since  it  is  obvious  that  our  relief  is  only  going  to 
arrive  at  the  last  second,  and  I  should  think  equally  obvious  that  the 
relief  from  other  countries  is  not  going  to  arrive  until  considerably 
later,  the  immediate  problem  we  will  confront  is  the  total  problem,  with 
only  our  resources  with  which  to  meet  it. 

Mr.  Wood.  Plus  these  other  small  ones  which  have  been  mentioned, 
but  chiefly  ours. 

The  Chairman.  Therefore,  when  you  go  into  a  situation  in  a  given 
country  at  the  inception  of  this  plan,  you  immediately  confront  the 
fact  that  you  cannot  meet  the  whole  situation. 

Mr.  Wood.  That  is  right. 

The  Chairman.  Therefore  you  launch  the  plan  on  a  lower  per  capita 
service  to  the  needs  of  the  people  than  is  even  contemplated  in  your 
report  this  morning,  is  that  right  ? 

Mr.  Wood.  On  the  total  for  the  period  of  the  lower  per  capita.  I 
think  we  can  launch  it  at  the  beginning  to  try  to  make  up  for  the  gap, 
with  perhaps  a  larger  total  of  shipments  in  the  first  few  months  than 
we  would  have  planned  if  the  amount  had  been  available  earlier.  It  is 
true,  of  course,  that  some  other  countries  can  act  a  great  deal  faster 
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than  we  can.  The  Canadian  Government,  if,  as  seems  very  likely,  it  is 
going  to  make  a  contribution,  can  act  in  Parliament  and  get  the  sup- 
plies very  quickly. 

But  you  are  quite  right,  sir,  that  there  is  not  today  in  sight  either 
the  amount  of  supplies  needed  in  time,  or  the  total  amount  of  supplies 
that  we  figure  are  needed  between  now  and  the  end  of  the  calendar 
year  1947.  However,  even  the  provision  of  a  part,  and  a  fairly  substan- 
tial part,  would  certainly  be  an  important  step  toward  the  objective. 

Dr.  Wilcox.  When  do  the  harvests  start  coming  in  in  these  more 
important  countries  ?  Italy  will  come  in  fairly  soon. 

Mr.  Wood.  Italy  comes  in  quite  early.  Some  becomes  available  in 
July.  Greece  is  fairly  early.  In  Poland,  actually  you  do  not  get  it 
available  in  your  urban  centers  until  some  time  late  in  September 
or  October. 

The  Chairman.  If  this  bill  were  not  passed  the  Greek-Turkish  aid 
bill  would  be  practically  futile,  would  it  not  ? 

Mr.  Wood.  It  certainly  would  be  severely  handicapped,  because  the 
foundation  of  anything  like  we  are  proposing  to  do  in  Greece  is  the 
meeting  of  the  essential  food  needs  of  the  people. 

The  Chairman.  Thank  you  very  much. 

(Whereupon,  at  11 :40  a.m.,  the  committee  adjourned.) 
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FRIDAY,  APRIL   18,    1947 

United  States  Senate, 
Committee  on  Foreign  Relations, 

Washington^  D.C. 

The  committee  met,  pursuant  to  adjourmnent,  in  the  committee 
hearing  room,  U.S.  Capitol,  at  10:30  a.m..  Senator  Arthur  H. 
Vandenberg,  chairman,  presiding. 

Present:  Senators  Vandenberg  (chairman),  Capper,  IVliite,  Wiley, 
Smith,  Connally,  Thomas  of  Utah,  and  Hatch. 

Tlie  Chairman.  The  committee  will  come  to  order. 

The  former  President  of  the  United  States,  who  has  just  returned 
from  a  presidential  mission  to  Europe  in  connection  with  the  problem 
involved  in  H.J.  Res.  153,  has  very  kindly  responded  to  our  invitation 
to  come  down  and  chat  with  us  very  frankly  about  his  views  on  this 
subject.  Mr.  President,  if  you  will  just  start  out  on  your  own,  we 
will  be  most  interested  in  what  you  say. 

STATEMENT  OF  HOIT.  HERBEET  HOOVER,  FORMER  PRESIDENT  OF 

THE  UNITED  STATES 

President  I-Ioo\t:r.  I  do  not  know  what  will  be  most  helpful  before 
the  committee,  I  might  say  tliat  I  appeared  before  the  House  com- 
mittee at  their  request  and  supported  the  principle  of  an  authoriza- 
tion of  $350  million  for  general  relief  purposes.  I  made  a  number  of 
suggestions  as  to  safeguards  that  should  be  introduced  to  surround  it. 
Part  of  them  were  introduced  in  the  bill  as  it  came  out  of  the  House 
committee.  A  large  part  of  them  have  not  been  adopted. 

They  revolved  largely  on  questions  of  opinion  as  to  what  the  wish 
of  the"  Congress  is.  If  it  is  desired  to  set  up  a  carefully  safeguarded 
relief  operation,  and  to  avoid  anything  in  the  nature  of  blank  checks, 
then  there  are  some  more  safeguards  that  are  very  necessary  in  this 
bill.  As  the  bill  stands  now,  $350  million  may  be  spent  in  any  part 
of  the  world  under  anybody  who  may  be  selected  so  long  as  it  is  con- 
fined to  specific  food  and  medicine  and  collateral  commodities  men- 
tioned in  the  bill. 

house  bill 

The  Chairman.  You  are  speaking  of  the  bill  as  reported  to  iho, 
House  ? 

President  Hoover.  Yes. 

(27) 
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One  of  my  suggestions  to  the  House  was  that  the  bill  should  be  lim- 
ited to  food  and  fertilizer  and  medical  supplies  and  the  various  items 
mentioned  lieie,  and  that  has  been  introduced. 

Another  suggestion  which  is  not  in  the  bill  was  that  only  American 
supplies  should  be  furnished  under  this  appropriation,  with  some 
exception  of  perhaps  $10  or  $15  million,  my  point  being  that  this  dis- 
tributes dollar  exchange,  which  is  going  to  become  acute  some  day, 
around  the  world.  It  is  perfectly  possible  to  purchase  these  supplies  in 
any  other  country  than  the  United  States  under  this  bill,  and  it  seemed 
to  me  desirable  to  limit  the  operation  to  American  supplies  for  ex- 
change reasons. 

The  Chairman.  Before  you  leave  that  suggestion,  may  I  inter- 
rupt? Does  the  fact  that  we  are  anticipating  $250  million  worth  of  co- 
operation for  collateral  action  by  other  governments  have  any  bearing 
on  the  advisability  of  a  limitation  of  that  sort  ? 

President  Hoover.  No.  I  think  it  makes  it  even  more  pertinent.  If  the 
other  countries  are  putting  up  their  money,  it  will  no  doubt  be  in  their 
currency,  and  they  will  be  purchasing  supplies  within  their  own  areas, 
within  their  own  currency  areas,  so  that  if  they  do  find  the  $250  mil- 
lion, it  makes  it  to  my  mind  even  more  pertinent  that  we  hold  our 
resources  to  purchases  within  the  United  States. 

I  think  it  might  be  desirable  to  go  back  a  little  on  the  whole  history 
of  this  legislation. 

HISTORY    OF    THE    LEGISLATIOX 

A  committee  was  set  up  in  U.N.  to  determine  on  some  successor  to 
UNRRA.  That  committee,  I  think,  represented  some  25  nations.  Tliey 
developed  a  program  of  relief  to  a  considerable  number  of  countries, 
and  those  programs  included  economic  rehabilitation  as  well  as  food 
and  necessities.  The  proposal  was  that  we  should  bear  57  percent  of  the 
total,  which  was  denominated  as  $350  million. 

I  have  not  seen  the  remotest  indication  that  the  other  43  percent  is 
going  to  be  put  up  by  anybody.  I  imagine  the  Canadians  will  supply 
some  modest  amount.  But  I  think  you  have  to  take  it  that  this  is  the 
entire  sum  that  is  going  to  be  available.  That  was  one  reason  why  I 
suggested  to  the  House  committee  that  this  be  limited  to  food  and 
medicine  and  essential  imm.ediate  supplies,  because  I  did  not  believe 
that  we  should  dissipate  this  fund  over  economic  rehabilitation. 

So  that  I  think  you  can  eliminate  from  your  minds  that  there  is  go- 
ing to  be  anywhere  near  a  large  part  of  the  $250  million  provided. 

The  Chairman.  That  limitation  is  in  the  bill  already;  that  correct? 

President  Hoover.  The  $350  million  ? 

The  Chairman.  I  mean  as  to  food. 

LIMITATION   OF   AMERICAN    SUPPLIES   ONLY 

President  Hoover.  Yes,  it  is  in  the  bill.  The  limitation  that  it  shoidd 
bo  only  American  supplies  is  not  in  the  bill.  How  important  that  is  I 
do  not  know.  I  think  it  is  important. 

But  the  suggestions  which  I  made  to  the  House  committee  of  more 
importance  than  that  one  revolved  around  limiting  the  area  in  which 
this  fund  could  be  used. 
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Mr.  Claj' ton  came  before  the  House  committee  and  stated  that  it  was 
intended  to  use  it  only  for  Austria  and  Greece  and  Italy,  Poland,  Hun- 
gary, and  China.  I  suggested  that  a  provision  be  put  in  the  bill  that 
while  there  was  no  commitment  of  the  United  States  to  any  one  of 
these  countries,  yet  not  more  than  $150  million  of  the  appropriation 
should  be  used  outside  of  that  area.  The  State  Department  had  a  dif- 
ferent view  in  the  matter,  in  that  they  felt  that  might  be  some  sort  of 
a  commitment  to  these  countries,  and  they  objected  to  having  the  area 
circumscribed  in  which  the  funds  could  be  used  for  that  reason.  On  the 
other  hand,  as  Mr.  Clayton  had  made  a  public  statement  that  it  was  to 
be  applied  to  these  countries,  it  did  not  seem  to  me  that  that  differed 
very  much  from  their  denomination  in  the  bill,  which  would  immedi- 
ately circumscribe  the  use  and  take  it  soniewliat  out  of  a  blank  check 
tj'pe. 

nami:n'G  the  countries 

The  naming  of  the  countries  in  the  bill  has  a  further  importance, 
because  I  think  som.ething  needs  to  be  stipulated  in  the  bill  of  funda- 
mental order  which  differs  with  each  of  these  countries.  Now  I  will 
have  to  describe  to  you  a  little  of  the  food  situation  as  it  exists  in  these 
areas  before  I  can  make  my  point  clear. 

Poland  and  Hungary,  if  they  have  no  drought,  are  likely  not  only 
to  produce  this  year  complete  supplies,  but  they  are  more  than  likely, 
both  of  them,  to  have  a  surplus,  and  it  did  not  seem  to  me,  therefore, 
that  the  authorities  in  tliis  bill  should  extend  relief  to  them  beyond 
tlie  present  harvest. 

Furthermore,  take  the  case  of  Italy  and  China.  They,  unless  climatic 
conditions  turn  against  them,  will  have,  China  perhaps  100  percent, 
and  Italy  perhaps  70  percent,  of  their  requirements.  And  it  seemed 
to  me  that  if  the  bill  were  limited,  if  expenditures  were  limited,  with 
respect  to  all  four  of  those  countries,  to  merely  providing  supplies  until 
the  next  harvest,  and  that  anv  further  use  of  funds  for  those  coun- 
tries  should  be  authorized  by  the  Congress  when  it  meets  agani,  it 
will  be  ample  time,  because  they  will  all  have  enough  food  to  get 
along  for  8  or  9  months.  So  that  by  that  precaution  the  volume  of 
money  required  immediately  is  not  going  to  be  so  large. 

As  to  Austria  and  Greece,  there  are  a  number  of,  not  reservations 
in  the  legislation,  but  probably  things  to  be  taken  into  consideration. 
UNERA  now  states  that  they  are  supplying  Greece  with  sufficient 
foodstuffs  to  last  until  the  next  harvest,  that  they  have  made  some 
alterations  in  their  program  and  they  are  carrying  through. 

THE  HARVEST  IN  GREECE 

The  Chairman.  And  when  will  the  next  harvest  be  in  Greece  ? 

President  Hoo^t^>r.  Some  time  in  June  or  July. 

So  that  apparently  no  money  would  be  rer[uired  from  this  fund  for 
Greece  until  after  the  next  harvest.  And  in  the  Austrian  case,  the 
deficiency  appropriation  for  the  War  Department  recommended  by 
the  House  committee  includes  the  provisioning  of  Austria  until  the 
next  harvest. 

By  all  these  various  things  that  have  happened  you  have  got  a 
considerable  limitation  on  the  amount  of  relief  that  is  necessary  up 
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until  the  next  harvest  all  the  way  along  the  line.  "V\n[iat  may  happen 
after  that  heaven  only  knows.  I  am  rather  gloomy.  But  in  any  event 
it  would  seem  to  me  it  is  well  to  have  an  authorization,  but  that  the 
actual  expenditure  of  these  funds  should  be  somewhat  in  the  control 
of  the  Congress,  and  that  it  should  not  be  a  complete  blank  check. 

SEVENTY-FIVE  MILLION  DOLLARS  NEEDED 

I  got  from  the  Emergency  Famine  Organization  last  night  the 
program  of  cereals  required  by  these  six  countries  in  their  view,  and 
taking  into  consideration  that  the  month  of  April  has  already  gone  by 
and  if  they  haven't  had  the  food  they  can't  eat  it,  and  it  would  elimi- 
nate that  end  of  the  program,  and  taking  into  consideration  that 
some  of  these  countries  have  enough  to  get  through,  the  whole  amount 
necessary  to  carry  these  six  countries  out  of  this  appropriation  is 
somewhere  about  $75  million. 

Senator  Smith.  You  mean  until  the  next  harvest  ? 

President  Hoover.  Until  the  next  harvest.  What  may  happen  after 
that  I  am  not  sure. 

Senator  Smith.  You  do  not  advocate  reducing  the  overall  appro- 
priation, but  that  we  watch  our  step  on  spending. 

President  I-Ioo\t:r.  Ko,  I  think  it  is  desirable  to  have  the  authoriza- 
tion, and  while  this  may  be  a  little  scattered,  this  revolves  around  an- 
other question. 

WORLD   OTJTLOOK 

The  world  outlook  for  food  for  the  next  harvest  is  not  so  good.  The 
situation  is  very  severe  right  at  this  moment,  the  harvest  year  in  which 
we  now  are,  but  the  outlook  for  the  next  harvest  is  already  disappoint- 
ing. The  tremendously  terrific  winter  over  Northern  Europe  has  ap- 
parently destroyed  most  of  the  winter  wheat,  and  those  count  I'ies  plant 
very  little  spring  wheat  in  any  event,  and  they  haven't  the  seed  with 
which  to  replant.  Our  Department  of  Agriculture  has  scurried  around 
and  got  about  60,000  tons  of  spring  wheat  seed  en  route,  but  theoreti- 
cally they  ought  to  have  four  or  five  hundred  thousand  tons,  so  that  we 
are  likely  to  see  a  considerable  deficiency  in  production  over  Northern 
Europe  again  and,  taking  it  by  and  large,  agriculture  in  Europe  is 
not  recovering  with  anything  like  the  rapidity  that  one  could  hope. 

I  think  it  is  partly  due  to  the  sort  of  stunned  condition  ef  the  people, 
to  the  inflated  currencies,  the  unwillingness  of  the  farmer  to  woi'k  for 
pieces  of  paper  that  he  can  not  exchange  for  consumption  goods,  a 
lack  of  farm  machinery,  and  especially  fertilizer. 

GERMAN    fertilizer 

Germany  was  the  great  fertilizer  center  of  Europe,  the  center  of 
manufactut-e,  and  under  the  limitations  of  industry  and  war  potential 
Germany's  production  of  fertilizer  has  been  reduced  to  -200,000  tons 
a  year.  They  required  200,000  tons  for  their  own  fertilization  alone, 
and  of  course  it  does  not  permit  them  any  exports.  When  Germany  was 
running,  not  on  a  military  basis  but  on  a  civilian  basis,  she  made  about 
750,000  tons  of  fertilizer,  of  pure  nitrogen,  and  exported  fertilizer  to 
all  the  surrounding  countries.  Nqw.  they  are  deprived  of  all  the  German 
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exports,  and  we  in  the  United  States  are  shipping  nitrogen  to  Germany- 
trying  to  bolster  up  their  production ;  and  on  the  other  hand  we  have 
destroyed,  or  placed  limitations  on,  about  500,000  tons  of  nitrate  ca- 
pacity in  Germany. 

In  other  words,  the  whole  problem  is  so  infinitely  tangled  and  is  so 
unlikely  to  be  straightened  out  that  I  do  not  see  much  prospect  of  any 
better  food  conditions  next  year  than  in  the  present  one,  in  which  case 
a  reserve  of  authorized  appropriation  here  would  be  very  useful  and 
might  be  very  helpful  psychologically,  so  that  I  am  not  opposing  the 
authorization,  but  rather  seeking  to  surround  it  with  certain  safe- 
guards. 

SAFEGUARDS    FOR    THE    BILL 

The  first  of  those  safeguards  would  require — and  this  is  not  in  the 
bill — that  all  expenditures  should  be  made  out  of  this  funcl  for  Ameri- 
can products.  The  second  one  was  that  the  countries  to  which  it  was  to 
be  applied  were  to  be  delimited  now,  and  the  third  one  was  that  some 
provision  be  put  in  the  bill  for  a  revision  by  the  Congress  before  any 
policies  were  undertaken  in  respect  to  food  supplies  after  the  forth- 
coming harvest,  with  the  ]30ssible  exception  of  Austria  and  Greece, 
where  they  will  have  to  have  relief  in  any  event. 

There  are  other  questions  which  arose  on  this  thing  which  I  have 
discussed  with  the  various  people  involved,  and  I  made  some  sugges- 
tions at  one  time  for  amendments.  I  might  mention  one  or  two  more 
of  them. 

The  bill  ))rovides  for  a  S3'stem  of  allocating  funds  to  these  different 
countries  under  which  they  would  do  their  own  purchasing.  It  seemed 
to  me  that  with  the  Department  of  Agriculture  compelled  to  prac- 
tically control  exports,  these  countries  should  not  be  enabled  to  come 
into  a  competitive  market  with  our  money,  and  that  the  whole  of  their 
purchases  which  they  made  should  be  done  through  American  govern- 
mental agencies  or,  still  better,  that  we  furnish  the  commodities,  rather 
than  assigning  money  to  these  foreign  governments,  because  then  we 
have  a  problem  here  of  controlling  the  integrity  of  their  actions  and 
all  sorts  of  things. 

Then  I  had  probably  a  perfectly  futile  idea.  But  the  background  of 
it  is  that  these  governments  in  Europe,  most  of  them,  are  very  weak, 
and  they  hesitate  to  take  such  measures  as  will  recover  the  surplus 
production  from  their  farms,  and  a  very  considerable  proportion  of 
their  production  now  runs  into  the  black  market.  The  farmer  gets  from 
the  govei-nment  paper  currency.  He  cannot  buy  anything  with  it, 
and  he  sneaks  out  everything  he  can,  and  the  result  is  that  in  all  these 
cases  the  amount  of  production  that  comes  into  the  hands  of  the 
government  for  distribution  is  way  below  the  actual  amount.  That 
black  market  stuff  represents  excess  consumption  by  some  group  or 
other  over  the  necessities  of  the  nation,  and  it  increases  their  demands 
upon  us. 

SITUATION  IN  GERMANY,  ITALY,  AND  FRANCE 

We  have  a  very  acute  situation  in  Germany,  where  the  govern- 
mental agencies  that  we  have  set  up  have  failed  by  about  200,000  tons 
to  collect  the  amount  of  material  that  was  certainly  produced  by  the 
farmer  in  excess  of  his  needs.  The  situation  in  Italy  is  very  much  the 
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same,  and  the  same  in  France.  The  result  is,  they  come  to  us  at  the 
latter  period  of  the  year,  when  their  supplies  are  eaten  up,  and  ask 
for  relief. 

"Well.  I  had  a  little  idea  that  may  not  meet  the  problem,  but  I 
suggested  that  inasmuch  as  all  of  this  food  is  sold  by  these  govern- 
ments, that  they  sell  the  ration  and  the  food  that  we  provide,  and 
the  medicines,  and  everything  else,  all  go  into  distribution  through 
sale,  and  that  therefore  we  should  require  that  the  money  received  in 
their  currency  for  the  sale  of  our  commodities  should  be  put  in  a 
special  depository  to  the  credit  of  the  U.S.  Government;  that  that 
money  should  not  be  withdrawn  from  the  country  under  agreement 
if  it  Avould  disturb  the  economy  of  the  country.  I  do  not  place  too 
high  a  ^-alue  on  it,  although  we  could  pay  oui-  local  expenses  out  of  it. 
But  it  seemed  to  me  that  it  would  tend  to  bring  these  people  to  a 
realization  that  thej  could  not  forever  depend  on  getting  things  free 
from  the  United  States. 

There  is  a  good  deal  of  lack  of  willingness  to  get  down  to  the  hard 
problems  of  government  and  production  in  Europe  so  long  as  they 
think  that  they  have  an  open  bank  in  the  United  States.  Well,  there 
may  be  some  better  device.  It  might  be  that  they  might  be  required 
to  make  repayment.  They  might  be  required  to  set  aside  some  small 
percentage  of  their  exports  for  repayment.  But  at  any  rate  what  I  was 
groping  for  was  some  kind  of  restraint  and  realization  that  the  purely 
Santa  Clans  aspects  of  the  United  States  are  over,  not  with  a  view 
to  mean  [iction  on  our  part,  but  by  way  of  a  stimulant  to  them  to  do 
more  on  their  own  behalf  than  they  are  now  doing. 

AN   ADDITIONAL    AMENDMENT 

The  Chairman.  On  that  point,  Mr.  President,  the  State  Department 
has  agreed  to  an  additional  amendment  which  I  requested  at  the  last 
hearing,  reading  as  follows,  and  I  wonder  if  this  meets  your  point: 

That,  when  relief  .supplies  procured  with  the  funds  authorized  by  this  reso- 
lution are  sold  for  local  currency  by  the  government  of  any  country  receiving 
such  supplies,  the  amounts  of  such  local  currencies  shall  be  deposited  by  that 
government  in  a  special  account  and  shall  be  used  only  for  relief  and  rehabilita- 
tion purposes  with  the  approval  of  the  duly  authorized  representative  of  the 
United   States. 

President  Hoover.  Well,  I  diifered  from  the  State  Department  with 
respect  to  the  last  three  lines  of  that  amendment.  I  did  not  think  we 
ought  to  be  tied  for  any  particular  purpose  in  the  disposal  of  those 
funds,  and  therefore  I  wound  up  the  amendment  with  '"such  sums  to 
be  used  for  the  United  States  within  that  country,  or  shall  not  be 
withdrawn  from  that  country  until,  in  the  view  of  the  President,  it 
will  not  embarrass  the  economy  of  such  country." 

In  other  words,  that  leaves  us  entirely  free  to  decide  what  we  are 
going  to  do,  whether  or  not  we  are  going  to  use  them  for  relief  and 
rehabilitation. 

Senator  Connally.  Do  they  sell  all  these  supplies?  Do  they  not 
distribute  any  among  people  who  are  unable  to  buy  them,  poverty- 
stricken  cases  ? 

President  Hoover.  The  people  who  are  on  charity  are  taken  care  of 
by  charitable  arms  of  the  government,  and  where  those  charitable 
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agencies  require  rations,  they  buy  them  from  the  other  arm  of  the 
government  who  sells  them. 

Well  now,  it  happens  that  there  are  not  many  people  who  are  on 
destitute  relief  in  most  of  these  places  now. 

Senator  Smith.  It  is  inability  to  get  food,  rather  than  the  lack  of 
funds  to  buy  it  ? 

President  Hoover.  Yes. 

The  Chairman.  Will  you  read  the  whole  amendment  the  way  you 
would  have  it  read  ? 

Senator  Connally.  As  to  this  relief  bill  ? 

The  Chairman.  Yes. 

President  Hoo\'er.  "All  receipts  from  the  sale  of  these  supplies  by 
governments  to  their  citizens  shall  be  paid  into  a  depository  in  that 
country  designated  by  the  United  States,  to  the  credit  of  the  United 
States,'^such  sums  to  be  used  by  the  United  States  within  that  country, 
or  shall  not  be  withdrawn  from  that  country  until  in  the  view  of  the 
President  it  will  not  embarrass  the  economy  of  such  country." 

The  Chairman.  In  other  words,  your  proposal  and  this  thing  that 
I  have  read  differ  in  that 

President  Hoover.  I  do  not  want  any  commitment  to  the  purpose 
to  which  we  use  them. 

why  is  it  a  futile  idea? 

Senator  Hatch.  May  I  ask  you  a  question,  Mr.  President  ?  You  be- 
gan your  di'^cussion  of  this  question  with  the  statement  that  this  might 
be  a  futile  idea.  Why  is  it  a  futile  idea  ? 

President  Hoo\^r.  It  may  be  that  we  never  will  get  anything  out  of 
this  paper  money,  but  on  the  other  hand  it  seems  to  me  it  has  some 
psychological  restraints,  anyway. 

Senator  Hatch.  The  idea  itself  is  not  futile. 

President  Hoover.  No. 

Senator  Thomas  of  Utah.  To  build  up  a  credit,  they  will  at  least 
remember  that  they  got  something  at  some  time. 

President  Hoover.  They  will  know  that  they  have  an  obligation 
somewhere. 

ANOTHER  AIVIENDMENT 

I  had  another  amendment  to  this  which  seemed  to  me  had  some  im- 
portance. In  all  probability  Hungary  and  Poland  will  have  a  surplus. 
The  Poles  have  the  great  German  agricultural  area  which  they  are 
getting  into  cultivation,  and  the  Hungarians  have  always  produced  a 
surplus  of  food  in  their  history,  and  barring  any  great  climatic  dis- 
aster, those  two  countries  will  have  a  surplus,  and  therefore  I  have  a 
suggestion  that  we  have  a  provision  in  this  bill  that  if  the  President 
has  discovered  that  any  country  under  relief  had  a  surplus,  that  he 
could  require  a  return  in  kind  for  the  amount  of  commodities  that  we 
had  supplied,  and  tiiat  we  might  use  that  return  in  kind  to  relieve 
some  other  of  the  countries  in  Europe  and  thereby,  in  effect,  get  a 
repayment.  "^^Hiether  that  is  worth  pursuing  or  not,  I  don't  know,  but 
I  think  it  would  be  a  tremendous  restraint  on  both  the  Hungarians 
and  the  Poles,  for  instance,  about  taking  more  relief  than  they  need 
if  they  thought  they  might  have  to  repay  it  in  kind. 
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If  you  had  been  dealing  with  these  subjects  as  I  have  for  many 
years,  you  will  find  that  the  entire  method  of  a  government  in  diffi- 
culties with  its  food  supply  is  to  make  demands  probably  two  to  three 
times  of  what  it  actually  needs,  with  the  idea  that  it  will  probably  get 
oif  with  what  it  requires,  and  the  difficulty  is  to  sift  these  problems 
down  between  these  demands  and  the  actualities.  I  can  prove  that  to 
you.  Last  year,  when  I  was  called  in  by  President  Truman  to  take 
charge  of  this  problem,  I  found  that  the  total  demands  for  food  from 
that  date  were  about  29  million  tons,  and  there  was  only  14  million 
tons  in  sight  in  the  world,  and  from  experience  after  the  last  war  I 
concluded  the  probabilities  were  that  a  good  deal  of  the  29  million  tons 
was  paper,  and  we  reduced  it  before  we  were  done.  We  reduced  those 
demands  down  to  about  17  million  tons,  and  there  was  no  mass  starva- 
tion anywhere  in  the  world.  In  other  words,  one  needs  indirect  safe- 
guards here  against  the  overdemand  of  these  people,  and  therefore 
this  question  of  paying  into  a  depository,  and  this  question  of  their 
being  required  to  return  in  kind,  are  somewhat  restraints  on  that  kind 
of  action. 

RELIEF   PROBLEM    NOT    AN    ORDINARY    WELFARE    PROBLEM 

The  only  other  suggestion  I  made  which  the  House  did  not  adopt, 
of  considerable  importance,  is  that  relief  problems  are  not  problems 
in  welfare  in  the  ordinary  sense  that  we  use  that  term.  There  are  great 
problems  of  logistics  in  the  purchase  and  transportation  of  food  in 
the  United  States  and  the  overseas  movement  and  control  of  distribu- 
tion, and  they  essentially  require  the  administration  of  men  who  are 
familiar  with  those  types  of  problems.  And  therefore  I  suggested  this 
fund  ought  to  have  an  administrator,  that  he  ought  to  be  approved 
by  the  Senate,  and  that  he  should  be  appointed  to  act  under  the  Sec- 
retary of  Agriculture.  That  department  has  these  problems  in  hand, 
it  has  to  furnish  these  supplies,  it  has  knowledge  of  requirements,  and 
it  has  the  men  to  discover  these  things,  and  they  have  some  very  able 
administrators  for  this  sort  of  problem.  And  it  seemed  to  me  that  that 
might  overcome  many  of  the  other  difficulties.  But  the  House  did  not 
see  fit  to  adopt  that  idea. 

Senator  Hatch.  Did  the  State  Department  oppose  that  idea  ? 

President  Hoover.  Yes. 

Senator  Connallt.  On  the  theory,  I  suppose,  that  in  activities  in 
foreign  countries  the  State  Department  ought  to  have  a  hand  on  it. 

President  Hoover.  I  assume  that  the  State  Department  would  give 
its  political  ideas  on  all  this  sort  of  thing  to  the  President. 

USE  OF  UNRRA  personnel 

The  Chairman.  "Well,  Mr.  President,  may  I  ask  you  this:  The 
thing  that  I  have  been  a  little  afraid  of  was  that  when  we  set  up  this 
fund  they  would  just  transfer  the  old  UNRRA  personnel  over  to  this 
operation,  and  I  do  not  think  by  and  large  that  would  be  satisfactory. 
Would  you  think  that  your  suggestion  had  any  bearing  on  that  phase 
of  the  matter? 
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President  Hoover.  It  has  a  very  large  bearing  on  it.  I  am  confident 
that  if  some  man  in  the  Department  of  Agriculture,  like  Colonel 
Harrison,  who  is  a  very  able  man,  were  appointed  to  take  charge  of 
a  problem  of  this  kind,  and  he  would  be  the  man  to  appoint,  he  would 
have  very  few  of  the  UNKRA  people,  because  Harrison  has  been  sent 
out  by  the  Department  of  Agriculture  to  examine  the  food  needs  of 
these  various  countries,  and  he  is  absolutely  thoroughly  familiar  with 
the  UNERA  administration  and  the  men  who  have  undertaken  it. 

Senator  Hatch.  Is  that  Colonel  Harrison  from  New  ISIexico? 

President  Hoo\^r.  Yes. 

The  Chairman.  Suppose  Colonel  Harrison  were  made  administrator 
of  the  fund  without  transferring  the  jurisdiction  to  the  Department 
of  Agriculture.  Would  it  accomplish  approximately  the  same  result? 

President  Hoo\-er.  I  do  not  know  how  he  would  get  on  in  the 
Department. 

Senator  Hatch.  He  has  worked  very  closely  with  Secretary 
Anderson. 

President  Hoover.  He  would  be  the  man  I  think  Anderson  would 
choose. 

For  instance,  the  War  Department  asked  if  I  would  help  them  out 
on  the  Japanese  problems  about  2  months  ago,  and  I  chose  a 
committee  for  them  to  send,  of  experts,  to  Japan  and  Korea  and  China, 
to  look  that  situation  over.  Colonel  Harrison  was  among  them,  and 
he  and  others  went  to  China  and  examined  that  problem,  and  they 
have  made  a  totally  adverse  report  to  any  relief  to  China.  _Yet  it  is 
proposed  here  that  relief  shall  be  given  to  China,  their  point  being 
that  none  of  the  relief  we  are  giving  reaches  the  famine  stricken 
areas.  That  is  a  matter  of  record.  You  can  get  that  report  any  minute 
you  like. 

Senator  Smith.  You  mean  because  of  the  dishonesty  of  adminis- 
tration ? 

President  Hoover.  Yes,  and  because  of  the  physical  difficulties, 
because  it  is  impossible  to  get  transportation  into  the  actual  famine- 
stricken  areas  from  the  coast,  and  the  food  that  has  been  sent  has  been 
used  on  the  coast,  where  it  is  not  necessary. 

I  mention  that  only  as  an  indication  of  the  desirability  of  some- 
body in  charge  of  this  fund  who  has  an  understanding  of  these  prob- 
lems. If  Colonel  Harrison  had  his  way,  he  probably  would  not  have 
China  on  this  list  at  all. 

problem  or  coordinating  x^PPROPRIATIONS 

There  is  a  great  problem  here  of  coordinating  your  different  ap- 
propriations. The  War  Department  ought  to  administer  Austrian 
relief,  if  no  treaty  is  made,  and  I  doubt  whether  there  will  be,  because 
they  have  the  military  occupation  in  Austria,  and  they  can  operate 
the  relief  jointly  with  the  German  problems.  They  have  to  ship  the 
material  in  through  Bremen  and  handle  it  over  German  railways, 
and  there  are  a  lot  of  details,  so  that  there  ought  to  be  some  straight- 
ening out  of  overlaps  here. 
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This  particular  fund  is  proposed  to  cover  Austria,  yet  the  War 
Department  ought  to  administer  that  fund.  This  fund  is  also  supposed 
to  provide  for  Greece,  and  yet  your  $400  million  appropriation  in- 
cludes Greece. 

The  Chairman.  There  certainly  is  some  kind  of  a  lapse  between 
the  two  appropriations  in  Greece,  because  the  pending  Greek  bill  relies 
upon  this  bill  for  the  food  relief,  yet  it  does  not  tie  in  with  it. 

President  Hooa^er.  No. 

Senator  Connally.  The  President  can  make  it  tie  in  if  he  wants  to. 
He  has  control  of  both  funds. 

The  Chairmax.  Yes. 

Senator  Connally.  It  all  looks  to  me  like  we  might  run  at  cross 
purposes  if  we  do  not  correlate  them  in  some  way  and  have  a  unified 
command  there. 

The  Chairman.  I  would  like  to  get  back  to  your  first  suggestion 
for  a  minute,  INIr.  President. 

Before  you  came  in,  Senator  Connally,  Mr.  Hoover  was  saying  that 
the  current  harvests,  particularly  in  Poland  and  Hungary,  promised 
adequate  supplies  at  least  up  to  the  time  when  the  next  harvest  arrives. 

Senator  Connally.  Yes ;  I  got  that. 

HOW   MUCH   APPROPRIATION   NEEDED? 

The  Chairman.  And  he  was  suggesting  a  limitation  in  terms  of  har- 
vests. Could  you  translate  that  into  terms  of  dollars,  so  that  you  could 
say  that  so  much  of  that  appropriation  only  is  available  until  such 
and  such  a  date  ? 

President  Hoover.  Well,  I  think  you  would  probably  say  that  $150 
million  at  the  outside — I  cannot  calculate  more  than  $75  million — 
will  be  required  between  now  and  the  next  harvest  in  Europe.  But 
in  any  event,  vou  could  limit  it  that  wav.  I  was  wondering  whether 
you  could  not  limit  it  by  direction  to  the  President  that  a  survey 
should  be  made  of  food  requirements  after  the  next  harvest,  and 
those  countries  which  had  a  supply  of.  say,  9  months  ahead,  should 
not  be  furnished  with  further  relief  until  Congress  had  reviewed  the 
situation,  or  something  like  that.  Or,  alternatively,  that  some  sort  of 
a  joint  committee  be  set  up  by  the  Congress  to  review  this  situation 
after  the  next  harvest,  because  the  whole  world  is  likely  to  change 
its  picture. 

The  Chairman.  Now  I  am  asking  you,  instead  of  referring  to  it  in 
the  generality,  namely,  the  next  harvest,  could  you  fix  that  by  date? 

President  PToover.  Well.  yes.  You  can  fix  it  that  no  supplies  are  to 
be  sent  for  arrival  after  the  end  of  August. 

will  the  RUSSIANS  GRAB  THE  SURPLUS? 

Senator  Connally.  In  the  case  of  Poland,  Mr.  President,  is  there 
any  evidence  that  if  they  do  have  a  surplus  the  Russians  will  not 
grab  it  ? 

President  Hoover.  No.  The  only  thing  that  I  could  think  of  in  that 
case  is  to  require  them  by  contract  to  furnish  us  a  repayment  in  kind 
if  they  have  a  surplus.  "Whether  you  would  ever  get  it  or  not  I  do  not 
know. 
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The  CHAiR^rAx.  I  think  that  is  a  thoroiio-hly  sane  suggestion,  that  if 
there  is  a  surplus  they  shoukT  repay  in  kind. 

President  Hoover."^ I  think  there  is  some  merit  in  setting  up  a  joint 
committee  for  a  review  of  an  administrative  action  at  some  given 
time,  and  that  might  settle  the  whole  question  of  any  limitation  of 
funds  or  anything  else. 

The  Chairman.  Wliat  else  have  you  to  say,  Mr.  President  ?  This  is 
all  very  interesting  and  verj^  helpful. 

President  Hoover.  That  is  about  all  the  story. 

SPECIFIC  LANGUAGE  IN  THE  HOUSE  BILL 

Senator  S^riTii.  Did  you  submit  to  the  House,  Mr.  President,  in  spe- 
cific language,  your  suggested  amendments  to  this  bill  ? 

President  Hoover.  Not  to  the  House  com.mittee.  I  have  had  some 
discussion  of  wording  with  them,  but  there  has  been  notliing  submitted 
formally  to  that  committee. 

Senator  Smith.  Could  we  have  from  you  your  specific  recommenda- 
tions for  amendments  in  the  language  you  feel  will  cover  these 
impoitant  points  ? 

President  Hoover.  Yes ;  I  will  try  and  get  up  something. 

Senator  Smith.  I  think  it  would  be  very  valuable  for  us  to  have  it. 

The  Chairman.  I  agree  with  you.  Senator  Smith. 

Would  it  be  possible  for  you  to  have  those  in  my  hand  by  next 
Tuesday  morning  ?  I  want  the  committee  to  have  a  meeting  on  Tues- 
day morning  on  the  bill. 

President  Hoover.  I  should  think  so. 

The  Chairman.  We  will  be  very  grateful  to  you  if  we  could  have 
your  specific  suggestions  along  the  lines  Senator  Smith  has  indicated. 

Some  of  the  things  you  have  said  strike  me  as  being  fundamentally 
sound  and  far  from  futile. 

President  Hoover.  Do  not  think  I  am  here  opposing  the  State  De- 
partment in  this  matter.  I  entirely  sympathize  with  their  desire  to  get 
a  machinery  created  by  which  these  situations  can  be  met.  Having  had 
a  long  lot  of  experience  of  the  hardest  kind  with  relief,  I  perhaps  am 
a  little  bit  cynical  about  what  goes  on  on  some  of  these  occasions. 

Senator  Hatch.  Mr.  President,  from  what  you  have  said  I  judge 
you  are  familiar  with  the  work  of  Colonel  Harrison. 

President  Hoover.  Yes. 

Senator  Hatch.  Do  you  consider  him  thoroughly  competent  and 
able? 

President  Hoover.  Oh,  I  do ;  yes. 

Senator  Connally.  May  I  ask  a  question,  Mr.  Chairman  ? 

The  Chairman.  Yes. 

Senator  Connally.  I  am  sorry  I  was  a  little  late,  Mr.  Chairman. 

CONDITION    OF    VARIOUS    COUNTRIES 

Did  you  go  over  conditions  in  the  various  countries  you  visited  over 
there  pretty  generally,  or  not  ? 

President  PIoover.  I  did  not  go  into  detail  this  time.  I  visited  only 
Germany  and  Austria  and  Italy  during  February.  I  was  there  about  5 
weeks.  My  main  objective  was  the  German  problem,  which  is  one  of 
the  most  disagreeable  things  we  have  on  this  earth  in  front  of  us. 
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I  looked  into  the  Austrian  problem  and  made  a  report  on  the  needs 
of  Austria,  and  I  went  down  to  Italy  and  discussed  their  food  situa- 
tion with  the  Government,  and  theirs  was  typically  a  case  where  the 
Government  had  not  been  strong  enougli  or  had  not  been  willing  enough 
to  take  possession  of  the  farmers'  surplus,  and  they  were  asking 
for  a  very  large  amount  of  food  which  practically  was  filling  the  deficit 
which  they  might  have  recovered  from  themselves.  On  the  other  hand, 
the  situation  was  very  real,  and  I  advised  the  Department  of  Agricul- 
ture and  the  other  agencies  here  that  I  thought  a  program  had  to  be 
furnished  to  Italy,  much  as  I  disliked  some  phases  of  it,  but  a  lesser 
program  than  the  Italians  were  asking  for.  They  were  asking  me  for 
1.500.000  tons,  and  I  thought  thev  could  get  through  with  about 
600,000. 

DISPLACED    PERSOlSrS 

Senator  Connally.  I  notice  in  the  press  that  the  American  com- 
mander in  Germany  has  issued  some  new  orders  about  the  displaced 
persons,  that  they  would  not  continue  to  take  them  over  from  the  other 
zones.  Is  that  correct  ? 

President  Hoo^^ER.  That  is  correct. 

Senator  Co^tnally.  And  he  is  offering  a  bounty  of  60  days'  food  for 
any  refugee  that  would  voluntarily  repatriate  himself  and  go  back 
home. 

President  Hoovek.  There  are  in  the  American  zone  somewhere  about 
550,000  to  600,000  DP's,  and  the  emotional  wave  that  has  gone  over  the 
Jews  all  over  Europe  is  driving  them,  or  leading  them,  in  the  direction 
of  those  DP  camps  as  a  stopping  place  en  route  to  Palestine  or  some- 
where else,  and  there  was  a  prospect  of  about  125,000  more  coming  in  as 
soon  as  the  weather  mitigated  so  they  could  get  in.  Then  there  were  all 
of  the  persecuted  peoples  and  the  peoples  that  are  frightened  that  they 
may  be  persecuted  out  of  the  whole  Iron  Curtain  area,  who  are  sneak- 
ing across  borders  and  getting  into  our  zone  and  the  British  zone  in 
Germany  as  a  refuge.  It  presents  a  very  difficult  problem. 

But  it  seems  impossible  to  go  on  constanth-  building  up  that  DP 
situation,  and  General  Clay's  directive  in  the  matter  was  not  to  pro- 
hibit them  from  coming  into  the  zone,  but  to  prohibit  them  from  com- 
ing into  DP  camps.  In  other  words,  if  they  want  to  come  to  Germany 
for  refuge,  that  is  open  to  them,  but  they  would  have  to  earn  their  own 
living  when  they  got  there. 

Senator  Connally.  The  old  system  was  a  perfect  invitation  for  them 
to  come  over. 

President  Hoover.  Yes.  It  is  the  highest  ration  in  Europe. 

Senator  Connally.  We  were  feeding  them  better  and  taking  better 
care  of  them. 

President  Hoover.  The  food  ration  in  the  DP  camps  is  about  2,600  or 
2,700  calories,  and  there  isn't  a  country  on  the  continent  that  has  more 
than  2,100  a  day.  The  Germans  have  only  about  1,800  or  1,900. 

LIMIT  OP  available   RELIEF 

The  Cpiairman.  Mr.  President,  you  commented,  I  think,  with  con- 
siderable accuracy  on  the  fact  that  probably  the  limit  of  this  available 
relief  is  going  to  be  our  $350  million  instead  of  the  $600  million  that 
they  talk  about  in  their  overall  estimate. 
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President  Hoovek.  Yes.  That  is  why  I  was  anxious  for  it  to  be 
limited  to  food  and  medicine,  and  a  few  commodities,  in  order  to  keep 
the  peojilc  alive  and  not  attempt  anything  else  out  of  our  fimd. 

The  Chairman.  Do  you  think  it  can  be  done  for  $350  million  ? 

President  Hoo\^r.  I  think  all  of  these  countries  here  can  be  covered 
during  the  next  fiscal  year  out  of  the  $350  million,  and  perhaps  for 
less. 

LIMITS   ON   FURNISHED   MATERIAL 

Senator  Conkally.  You  would  not  authorize  the  shipment  of  ma- 
chinery and  the  rebuilding  of  roads  and  bridges  ? 

President  Hoover.  No. 

Senator  Connally.  I  tliink  that  is  beyond  our  field. 

President  Hoov-er.  I  secured  the  House  commitee  to  put  an  amend- 
ment here  to  limit  the  material  furnished  out  of  these  funds. 

Senator  Connally.  I  subscribe  to  your  theory  there.  I  am  in  favor, 
wherever  somebody  is  hungry  and  has  to  have  something  to  live  on, 
of  giving  it  to  him,  but  I  do  not  see  that  we  are  under  any  obligation 
to  go  in  and  repair  their  highways  and  build  them  new  bridges  and 
roads  and  all  that.  That  will  have  to  come  in  in  its  due  course  through 
their  own  efforts.  I  do  not  see  that  vre  ;ire  under  any  obligation,  either 
morallj^  or  legally,  to  do  that. 

The  Chairman.  Under  the  terms  of  the  bill  we  are  limited  to 
what— fond,  medical  supplies,  fertilizer,  or  seed  and  pesticides.  We  do 
not  include  anything  with  re^■pect  to  clothing,  do  we  ?  There  is  nothing 
in  there  about  clothing,  is  there  ? 

President  Hoover.  It  includes  fuel  and  unprocessed  materials  for 
clothing. 

The  Chairman.  Senators,  have  you  an3^thing  further  to  ask  our 
distinguished  guest  ?    '  .(  ''■> 

THE   RUSSIAN   SITUATION 

Senator  Smith.  I  would  like  to  ask  ISIr.  Hoover  the  relation,  if  any, 
between  the  Eussian  situation  and  this  whole  matter. 

President  PIoover.  I  think  nine-tenths  of  the  relief  we  are  dealing 
out  in  the  world  toda.y  is  the  indirect  result  of  Russian  policy.  If  you 
canvass  the  situation  in  Japan  and  Korea,  those  two  countries  for- 
merly derived  a  large  part  of  their  food  supplies  from  Manchuria, 
and  the  Russians  arc  taking  that  supply  now  so  that  we  are  indirectly 
paying  reparations  to  whatever  extent  they  take  out  of  JManchuria  by 
furnishing  food  from  the  United  States,  out  of  the  American  tax- 
payer. 

We  come  to  Germany.  If  there  had  been  a  willingness  on  the  part 
of  the  Russians  to  unify  the  economic  life  in  the  four  zones,  w^e  would 
not  be  confronted  with  a  $600  million  deficit  in  the  German  food  bill 
that  we  are  now  having  to  pay  as  between  the  British  and  ourselves. 
We  might  have  had  some  deficit,  but  nothing  like  in  that  volume. 

The  French  also  have  a  responsibility  there,  because  they  are  not 
cooperating  in  their  zone,  and  they  are  exporting  a  matter  of  $200 
to  $500  million  worth  of  commodities  a  year  out  of  their  zone  that 
ought  to  go  into  the  common  pot  to  pay  for  their  imports. 

The  Russians  are  exporting  a  very  large  amount  of  consumption 
goods  and  commodities  out  of  their  zone  which  ought  to  have  gone 
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into  the  common  pot.  The  net  result  is  that  \\&  and  tlie  British  arc 
indirectly  paying  sums  to  the  French  and  Russians  in  the  amount  of 
whatever  they  are  taking. 

The  same  thing  is  happening  in  Austria.  The  Russians  have  taken 
over  a  large  agricultural  area  which  they  operate  for  themselves  in 
Austria,  and  they  are  pasturing  their  Army  on  the  population,  which 
we  do  not  do,  and  various  other  tilings  that  I  estimated  amount  to 
about  $100  million  a  year  that  they  are  taking  out  of  Austria  which 
we  are  indirectly  suj^plying. 

So  that  you  can  go  around  the  world  and  pick  up  these  relief  pro- 
grams of  ours,  and  they  are  amounting  today  to  paying  indirect  rep- 
arations to  somebody  somewhere. 

I  am  not  offering  you  any  solution  for  that. 

NO    ANSWER    BUT   A    GENERAL    PEACE 

The  Chairman.  Is  there  any  answer,  short  of  an  agreement  with  the 
Soviets? 

President  Hoo\t:r.  I  see  no  answer,  except  general  peace.  And,  of 
course,  there  are  other  answers.  The  controls  set  up  in  Germany  and 
Japan,  in  my  view,  have  to  be  completely  reversed  if  we  are  going  to 
escape  the  burden  on  the  American  taxpayer  as  between  the  concept 
of  the  war  potential  in  industry  and  another  concept  of  a  pastoral 
state  for  Germany,  and  another  concept  of  reparations  by  way  of  re- 
movals of  plants.  We  have  produced  a  situation  in  Germany  where, 
unless  we  remove  these  various  restraints,  we  never  can  get  the  German 
people  in  position  to  export  enough  goods  to  pay  for  their  food.  The 
situation  is  likely  to  become  much  worse  instead  of  better,  and  our 
British  friends,  just  between  ourselves,  are  wondering  whether  or 
not  we  will  not  take  over  the  whole  burden.  We  are  now  providing 
about  $300  million  for  Germany  in  the  War  Department  appropria- 
tions, and  the  British  are  providing  the  same.  You  may  be  confronted 
with  $600  million  and  there  is  no  remedy  except  to  reverse  the  whole 
of  the  economic  policy  in  connection  with  the  Germans,  and  the  same 
thing  applies  to  the  Japs. 

Not  to  bore  you,  but  if  we  adopt  the  concept  that  these  two  countries 
are  to  have  no  army,  no  navy,  no  air  force,  no  arms  manufacture,  no 
direct  arms  manufacture,  no  fortifications,  for  a  couple  of  genera- 
tions, and  that  we  propose  to  enforce  that,  then  there  is  no  reason  for 
this  attempt  to  limit  the  war  potential  of  these  countries  by  restrictions 
upon  industry.  The  first  reason  is,  people  do  not  manufacture  things 
of  military  order  if  there  is  no  market  for  them;  but  the  second  point 
is  that  every  industry  can  be  watched  with  no  great  difficulty  as  to 
whether  it  is  building  up  for  future  war  purposes. 

GERMAN    nitrates 

For  instance,  you  take  the  nitrates,  which  are  one  of  the  most  direct 
war  potentials.  Half  a  dozen  men  in  Germany  couhl  determine  v.-hether 
or  not  the  wliole  of  the  nitrate  manufacture  of  Germany  was  going 
for  exports,  and  quickly  determine  if  any  of  it  was  being  used  for  ex- 
plosives. And  so  it  goes  through  the  various  industries. 
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Well  now,  we  have  got  a  situation  where  fundamentally  in  both  of 
those  countries  they  were  exporters  of  capital  goods,  both  of  them, 
and  the  limitations  of  industry,  the  removal  of  plant  and  the  destruc- 
tion of  plant,  revolves  around' heavy  industry.  That  was  70  percent  of 
the  exports  of  both  of  those  countries  before  the  war,  and  it  was  a  very 
important  function  for  all  those  parts  of  the  world.  Europe  cannot 
recover  without  the  exports  of  capital  goods  from  Germany,  from 
heavy  industry,  yet  the  whole  direction  of  these  policies  is  built  on 
preventing  any  such  volume  of  industry  as  would  permit  exports  of 
heavy  industry  and  to  build  up  so-called  liglit  industry,  mostly  con- 
sumer's goods,  for  export  purposes. 

INDUSTRY   IN    GERMANY 

Well,  it  would  take  three  time.s  the  light  industry  capacity  that  Ger- 
many had  before  Hitler  in  order  for  her  to  provide  enough  exports  to 
pay  for  her  own  food,  and  about  half  of  that  industry  is  already  gone, 
half  of  that  which  was  there.  In  other  words,  it  would  take  a  gigantic 
amount  of  capital,  and  you  would  be  building  the  type  of  production 
of  goods  in  which  the  world  has  a  full  equipment  today.  The  world 
is  not  short  of  producing  capacity,  plant  capacity,  for  consumption 
goods.  It  is  short  of  working  capital  and  raw  material.  But  in  any 
event  this  present  regime,  the  present  method,  has  produced  a  situation 
where  we  are  just  paying  the  bill  out  of  the  American  taxpayer's 
pocket. 

Very  quickly  if  our  men  in  Germany  were  allowed  to  put  the  heavy 
industry  into  action  and  to  provide  tlie  plant  and  equipment  for  sur- 
rounding European  countries  we  would  soon  begin  to  get  this  economy 
of  theirs  into  balance.  And  the  same  thing  happens  in  Japan.  So  that 
that  is  aside  from  relief,  but  it  has  a  very  definite  bearing  here,  in 
that  I  am  afraid  if  we  go  on  with  these  ]:)olicies  you  are  not  confronted 
with  $300  million  a  year  for  Japan  and  $300  million  a  year  for  Ger- 
many, but  you  are  confronted  with  a  constantly  enlarging  amount,  and 
besides  that  you  may  have  to  take  over  the  British  load. 

Senator  Connally.  Mr.  President,  I  agree  with  your  thoughts  on 
that  line.  We  cannot  afford  to  destroy  Germany.  She  is  the  economic 
heart  of  Europe,  it  seems  to  me. 

President  Hoo\t=:r.  We  are  destroying  her  usefulness  to  the  rest  of 
Europe  right  now. 

GERMANY   MUST   REBUILD 

Senator  Connally.  I  realize  that.  I  think  Germany  ought  to  be 
permitted  to  rebuild  her  industry,  not  for  war  purposes.  Demilitarize 
her  and  strip  her  of  her  war-making  purposes,  but  she  ought  to  be 
permitted  to  continue  the  manufacture  of  goods  and  the  contribution 
of  her  economy  to  the  economy  of  Europe  and  the  world.  I  have  no 
hate  for  the  Germans  as  such.  I  hate  their  method  of  wanting  to  make 
war  eveiy  once  in  a  while,  and  we  can  eradicate  that.  But  as  I  see  it, 
for  economic  reasons,  for  civilian  reasons,  there  is  too  much  ability  in 
Germany  and  too  many  people  that  know  how  to  do  things  just  to  slam 
down  on  her  and  permit  the  destruction  of  her  plants  and  the  removal 
of  machinery  and  things  to  Russia  and  to  other  countries.  I  think  it 
is  a  fatuous  policy. 
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President  Hoover.  It  is  having  a  very  immediate  effect.  While  I  was 
in  Prague  the  municipal  government  representative  was  down  in  Ger- 
many trying  to  get  some  spare  parts,  because  their  power  equipment 
was  entirely  German  and  they  were  only  able  to  operate  at  40  percent 
of  capacity,  and  we  had  the  whole  of  the  German  factories  that  made 
those  parts  closed  down.  That  has  begun  to  appear  all  over  Europe. 

The  Chairman.  What  can  we  do  about  it,  short  of  Russian  consent  ? 

THE  BIZOIVE   IX  GERMANY 

President  Hoo^^i:R.  The  alternative  for  us  is  in  the  bizone  area. 
General  Marshall  announced  that  yesterday.  He  said,  "If  we  can't 
make  a  peace  for  Germany  and  reconstruct  the  whole  economy  of  the 
country,  we  will  reconstruct  the  economy  of  the  bizonal  area  and  make 
it  self-supporting."  That  can  be  done,  but  it  cannot  be  done  if  we  are 
going  on  with  this  so-called  limitation  of  industry.  It  has  to  be  taken 
off  and  Germany  has  to  be  put  to  work  producing  what  they  are 
capable  of  producing. 

The  Chairman.  Can  we  take  off  without  Russia's  consent? 

TURN   GERMAN   INDUSTRY   LOOSE 

President  Hoover.  That  is  a  matter  of  agreement  with  the  Russians, 
but  a  part  of  that  program  is  unification  of  Germany,  which  they  have 
violated  from  the  day  it  started.  I  cannot  see  that  it  is  obligatory  on  the 
United  States  to  go  on  with  an  agreement  which  they  have  violated 
every  hour  of  the  day  for  '2  years,  the  residt  of  which  places  a  tre- 
mendous burden  on  us.  Therefore,  my  suggestion  is  that  if  Marshall 
can't  make  a  settlement  in  Moscow,  from  now  on  we  are  going  to  turn 
industry  loose  in  Germany  until  we  agree  on  something  else. 

Senator  Wiley.  What  is  the  English  situation  ? 

President  Hoover.  It  is  rather  distressing.  We  are  not  talking  for 
the  I'ecord  here,  I  hope. 

(Discussion  was  continued  off  the  record.) 

YUGOSLAVIA 

Senator  Connally.  Did  you  visit  Yugoslavia  this  last  trip  ? 

President  Hoover.  I  was  there  last  May. 

Senator  Connally.  They  ought  to  produce  their  own  food. 

President  Hoo\t:r.  They  never  did  need  the  amount  of  food  UNRRA 
put  in  there.  They  put  in  industrial  supplies  equal  to  the  total  value 
of  the  whole  of  Yugoslavian  industry  before  the  war.  They  had  a 
higher  food  supply  than  almost  anybody  else,  and  built  up  an  army 
of  500,000  men  on  the  back  of  it. 

Well,  that  is  only  one  incident. 

Senator  Connally,  if  you  are  interested  in  that  German  situation, 
there  is  the  report  I  made  to  the  President  on  it. 

Senator  Connally.  Thank  you. 

PREVENTING  JAPAN  AND  GERMAN  REARMING 

Senator  Hatch.  I  want  to  ask.  Mr.  President,  if  von  are  abso- 
lutely convinced  that  by  rigid  inspection  of  Japan  and  Germany  we 
can  prevent  their  rearming. 
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President  Hoo\t;r.  If  we  cannot  by  inspection,  I  do  not  know  any 
way  in  which  it  can  be  done.  The  assumption  of  the  war  potential 
men,  who  are  nearly  all  soldiers  and  did  not  look  at  it  from  the  point 
of  view  of  broad  economy,  was  that  if  yon  destroj'od  ceiiain  industries 
you  made  war  impossible.  Well,  when  they  come  to  go  into  that  prob- 
lem, they  find  themselves  enlarging  their  area  all  the  time  as  to  what 
a  war  potential  industry  is,  and  finally,  they  come  to  the  fact  that 
all  industry  is  a  war  potential  in  war,  and  practically  no  industry 
except  arms  manufacture  is  a  war  potential  if  you  are  compelling- 
peace,  so  the  solution  that  I  suggest  is  that  we  will  compel  peace, 
(that  we  compel  no  armament  of  any  kind,  and  thereby  release  their 
industries  to  production. 

Senator  IIatch.  If  that  is  done,  how  long  could  you  estimate  it 
would  take  Germany  to  become  self-sustaining  ? 

President  Hoover.  I  think  we  could  probably  get  the  bizonal  area 
operating  on  its  own  inside  of  2  years,  or  perhaps  less,  if  we  took 
oil  the  restrains.  One  of  the  incidents  of  this,  I  may  mention,  is  that 
it  is  proposed  that  plants  shall  be  given  in  reparations.  Those  plants 
have  not  been  designated.  Nobody  knows  vrhich  they  are.  No  Ger- 
man and  no  Japanese  knows  what  to  do.  He  doesn't  know  whether 
his  plant  is  going  to  be  left  or  going  to  be  taken  away.  There  is  a 
great  paralysis  coming  out  of  that  alone. 

REERECTIXG   PLA^TTS 

And  from  an  engineering  point  of  view,  and  I  can  talk  from  that 
point  of  view  a  little,  there  is  no  plant  that  I  know  of,  no  manu- 
facturing plant,  that  can  be  taken  down  and  transported  away  and 
re-erectecl  in  a  country  of  alien  engineering  practice  and  be  worth 
10  percent  of  what  it  was  on  the  ground.  And  the  situation  in  Ja- 
pan is  even  worse,  because  those  plants  have  to  go  overseas.  They 
will  have  to  be  all  packed  up  in  crates,  and  the  actual  cost  of  the 
crates  alone  on  these  proposed  plant  transfers  is  over  $100  million. 
Wliere  the  Japs  are  going  to  get  $100  million  I  do  not  know,  but  it 
will  come  out  of  the  Japanese  economy  and  you  will  be  appropriating 
somewhere,  in  some  direction,  just  to  pay  for  crates. 

Senator  Hatch.  Would  you  say  the  2-year  possibility  would  apply 
to  Japan  as  well  as  to  Germany  ? 

President  Hoover.  I  think  it  might. 

Senator  Thomas  of  Utah.  It  will  come  quicker,  I  think. 

President  Hoover.  They  have  a  greater  unity  of  government  and  no 
separate  military  occupations  and  so  forth. 

THE   case   of   KOREA 

Senator  Connally.  In  the  case  of  Korea,  she  was  occupied,  of  course, 
during  the  war  by  the  Japs,  but  is  that  not  an  agricultural  country  ? 
Do  they  not  produce  a  lot  of  food,  if  the  Russians  would  not  take  it 
away  from  them  ? 

President  Hoover.  Yes.  Korea  was  not  entirely  self-supporting.  They 
drew  some  supplies  from  Manchuria,  under  the  Japanese  regime.  The 
Russians  have  taken  over  not  only  the  industrial  end,  but  a  consider- 
able portion  of  the  agricultural  end,  and  the  worst  of  it  is  they  have 
taken  over  the  nitrate  capacity,  and  the  whole  agriculture  of  Asia  is 

85-654 — 73 i 


44 

dependent  upon  fertilization,  and  the  Japs  have  built  up  a  knowledg:e 
of  the  use  of  artificial  fertilizer  so  that  30  percent  of  Korea's  food  is 
the  product  of  artificial  fertilizers. 

Now,  the  biggest  fertilizer  plant  in  the  world,  the  nitrate  plant,  is 
in  the  Eussian  zone,  which  the  Japanese  had  built,  and  it  supplied  both 
Japan  and  South  Korea.  We  do  not  get  a  drop  out  of  it  now,  so  we  are 
shipping  fertilizers  from  here  to  Korea,  Japan,  and  all  around  the 
place. 

Senator  Thomas  of  Utah.  Are  the  Russians  using  that? 

President  Hoover.  I  tried  to  find  out  what  they  were  doing  with  it, 
and  I  learned  they  had  removed  some  of  the  larger  electrical  parts  of 
the  equipment  and  they  apparently  were  producing.  None  of  it  comes 
into  our  areas.  It  is  another  case  where  we  are  shipping  nitrates  to 
Korea  and  Japan  and  thereby  paying  Russia. 

The  Chairman.  Thank  you  very  much,  Mr.  President. 

Senator  Smith.  May  I  ask  one  more  question  ? 

THE   WORLD   BANK 

Before  this  meeting,  earlier  today,  you  told  me  you  had  some  con- 
versations with  Mr.  McCloy  about  the  World  Bank  and  its  prospects, 
and  I  am  wondering  whether  you  see  a  time  when  the  World  Bank  will 
be  in  a  position  to  pick  up  some  of  the  rehabilitation  need  of  these 
countries,  so  that  we  can  get  out  of  it.  Is  that  going  to  be  a  factor,  do 
you  think,  in  the  rehabilitation  picture  ? 

President  Hoover.  Oh,  I  think  it  will  be.  The  World  Bank,  if  it  con- 
fines itself  to  the  restoration  of  productivity  and  not  to  making  loans 
to  governments  that  go  down  the  funnel  of  unbalanced  budgets  and 
armies  and  stuff,  would  be  of  great  service,  but  it  means  it  is  going  to 
have  to  have  a  pretty  rigid  control  and  a  good  deal  of  freedom  from 
political  pressures.  If  its  funds  are  to  be  dissipated  in  loans  to  govern- 
ments all  over  the  world  under  political  pressures,  it  is  going  to  have 
no  effect  on  reconstruction. 

The  Chairman.  In  other  words,  if  we  turn  to  the  World  Bank  the 
way  we  finally  got  to  turning  to  the  RFC,  it  will  not  be  long  before  the 
Bank  will  be  up  the  funnel  too. 

Senator  Wiley.  In  other  words,  the  business  loans  are  the  only 
things  that  they  should  engage  in,  loans  that  are  on  a  business  basis, 
instead  of  gifts  or  doing  charity.  Let  business  be  business  and  charity, 
charity. 

President  Hoover.  Yes. 

Senator  Smith.  How  can  they  be  protected  from  the  security  stand- 
point ? 

President  Hoover.  That  is  a  pretty  intricate  problem.  Senator. 

(Discussion  was  continued  off  the  record.) 

PRESroENT   hoover   IS   CONGRATULATED 

Senator  Connally.  I  want  to  say  just  a  word.  I  want  to  congratulate 
you  on  the  very  fine  service  that  you  have  l^een  rendering  the  countiy. 

President  Hoover.  Tliat  is  very  nice  of  you. 

Senator  Connally.  I  tliink  you  have  very  wide  experience  and  are 
very  capable,  and  I  think  you  are  rendering  a  great  service  and  tlie 
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country  is  indebted  to  you  for  that  service.  If  that  is  any  good,  I  want 
to  say  it. 

President  Hoover.  If  anybody  can  clear  the  economics  of  the  world, 
he  ought  to  be  brought  into  use,  but  I  am  not  the  fellow  to  do  it. 

Senator  Connally.  You  are  doing  a  lot  toward  it. 

(Discussion  was  continued  off  the  record.) 

The  Chairman.  We  will  have  the  suggestions  from  Mr.  Hoover 
next  Tuesday  morning,  and  next  Tuesday  morning  I  would  like,  if  we 
can,  to  write  up  the  bill. 

In  the  meantime  we  have  the  nominations  of  Austin  and  Johnson 
to  represent  us  in  the  special  session  of  the  General  Assembly.  I  sup- 
pose those  ought  to  be  immediately  confirmed. 

Senator  Connally.  I  move  they  be  confirmed. 

The  Chairman.  Without  objection  it  is  so  ordered. 

(Wliereupon,  at  11 :45  a.m.,  the  committee  was  adjourned,  to 
reconvene  on  Tuesday,  April  22,  1947,  at  10  a.m.) 
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TUESDAY,   APRIL  22,    1947 

UxiTED  States  Sexate, 
Committee  ox  Foreigx  Eelatioxs, 

Washington^  D.C. 
The  committee  met,  pursuant  to  adjournment,  at  10  a.m.,  in  the 
committee  hearing  room,  U.S.  Capitol,  Senator  Arthur  H.  Vanden- 
berg,  chairman,  presiding. 

Present:  Senators  Vandenberg  (chairman),  Capper,  White,  Smith, 
Lodge,  and  Thomas  of  Utah. 

Also  present :  Mr.  C.  Tyler  Wood,  Deputy  to  the  Assistant  Secretary 
of  State ;  Mr.  John  Howard.  Assistant  Legal  Adviser,  Department  of 
State;  and  Mr.  Dallas  Dort,  Adviser  on  Relief  and  Rehabilitation, 
Department  of  State. 

The  CHAiRiMAN.  The  meeting  will  come  to  order. 

MR.  hoo\'er's  specific  suggestioxs 

-  I  have  Mr.  Hoover's  specific  suggestions  this  morning  in  textual 
form,  and  I  also  have  the  memorandum  of  comment  from  the  State 
Department.  There  are  some  areas  of  rather  close  agreement.  Let  us 
take  a  look  at  those  and  see  if  we  cannot  come  to  some  tentative 
agreements. 

appoixtmext  of  admixistrator 

Let  us  take  first  the  question  of  the  appointment  of  an  administrator. 
Mr.  Hoover's  suggestion  is  that  the  amendmicnt  read  as  follows : 

A  relief  administrator  stiall  be  appointed  by  tlie  President  and  confirmed  by 
the  Senate,  wlio  shall  administer  all  relief  under  his  authority  under  the  super- 
vision of  the  Secretary  of  Agriculture,  who  shall  receive  a  salary  of  $10,000  per 
annum,  and  who  shall  coordinate  relief  under  this  authorization  with  the  other 
relief  agencies  to  which  the  United  States  is  contributing. 

The  suggestion  from  the  State  Department  on  the  same  subject  reads 
as  follows : 

The  President  shall  appoint,  by  and  with  the  advice  and  consent  of  the  Senate, 
a  person  who  shall  direct  the  supervision  in  Europe  and  a  person  who  shall  direct 
the  supervision  in  Asia  of  relief  assistance  made  available  pursuant  to  this  joint 
resolution.  Such  person  shall  act  in  accordance  with  the  instructions  of  the 
President  or,  if  the  President  so  directs,  of  the  Secretary  of  State. 

Of  course,  the  first  difference  there  is  the  top  authority,  on  the  one 
hand  of  the  Secretary  of  Agriculture  and  on  the  other  the  President 
and  the  Secretary  of  State.  I  would  like  to  ask  the  Department  repre- 
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sentatives  this  question:  In  the  Hoover  draft  is  the  idea  that  this 
administrator  "shall  coordinate  relief  under  this  authorization  with 
the  other  relief  agencies  to  which  the  United  States  is  contributing"? 

Is  that  not  a  useful  thought  to  throw  in  ? 

Mr.  Wood.  I  think  so,  sir.  By  the  other  agencies,  of  course,  I  presume 
he  has  in  mind  the  voluntary  agencies  to  which  our  citizens  are  con- 
tributing, as  well  as  the  work  that  might  be  going  forward  in  Greece. 
I  do  not  know  what  else  he  has  in  mind  there,  except  the  possibility  of 
this  children's  fund  which  we  discussed  when  we  were  here  last. 

The  Chairman.  Might  he  not  also  be  thinking  about  relief  from 
other  governments,  like  Canada  and  so  forth  ? 

Mr.  Wood.  I  think  he  mentions  "other  relief  agencies  to  which  the 
United  States  is  contributing." 

The  Chairman.  That  is  right. 

PROBLEM    OF    COORDINATING 

IMr.  Wood.  I  suppose  he  has  in  mind,  too,  the  occupied  areas.  Ac- 
tually the  only  place  where  there  is  any  overlapping  would  be  in  Aus- 
tria, and  that  is  merely  an  overlapping  as  between  two  time  periods. 
However,  my  comment  on  that,  Senator,  for  what  it  is  worth,  would 
be  that  the  problem  of  coordination  of  a  job  of  this  sort  is  most  seri- 
ous and  most  properly  handled  in  the  field,  rather  than  in  a  place  like 
Washington.  We  do  have  here,  for  example,  a  well  set  up  organization 
already  to  do  this  jol>  of  coordinating.  You  know  the  old  President's 
War  Relief  Control  Board  was  succeeded  by  a  voluntary  Foreign  Aid 
Committee,  of  which  Mr.  Taft  is  Chairman  and  Mr.  Batt  and  "Sh: 
Chester  Davis  the  other  members,  and  it  is  staffed  with  a  very  com- 
petent staff  from  the  State  Depar'tment,  and  machinery  for  that  type 
of  cooperation  already  exists  and  is  operating  extremely  effectively. 

The  real  coordinating  job  that  is  required  to  be  done  is  right  in 
the  field,  with  th.e  activities  of  the  American  Friends  SerAnce  Society 
and  the  National  Catholic  Welfare  and  the  Jewish  Joint  Distribution 
Committee,  and  it  was  our  thought  that  the  most  important  job  to 
be  done  was  there,  an_d  that  is  why  we  suggested  that  the  man  ap- 
pointed by  the  man  in  charge  on  the  spot,  rather  than  somebody  here 
in  Washington. 

The  Chairman.  Senator  Thomas,  we  have  a  memorandum  from 
President  Hoover  with  respect  to  his  textual  suggestions,  and  also  a 
memorandum  from  the  Department,  and  they  have  some  similarity 
in  spots  and  we  are  informally  ti-ying  to  see  if  we  can  find  a  common 
denominator. 

Mr.  Wood.  Senator  Vandenberg,  could  I  just  say  one  other  thing  in 
that  connection,  on  the  question  as  to  Agriculture  or  State  ?  Far  be  it 
from  me  to  wish  to  build  empires  or  anything  of  that  sort,  but  it  seems 
to  me  that  the  type  of  coordination  that  we  are  talking  about  that 
ought  to  he  done  here  is  far  better  done  by  State,  because  we  do  have 
to  be  dealing  with  the  United  Nations,  with  other  governments,  and  so 
on,  on  not  only  food,  which  of  course  is  the  major  jiart  of  this,  but  on 
medical  supplies,  on  the  question  of  press  and  radio  I'epresentation, 
and  all  that  sort  of  thing. 

The  Chairman.  I  can  see  that  point.  You  also  are  suggesting  two 
separate  supervisors,  one  in  Europe  and  one  in  Asia. 
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Mr.  Wood.  The  two  problems  are  very  clitTerent;  the}-  are  far  re- 
moved from  each  other  geographically,  and  I  think  one  of  the  main 
reasons  we  have  felt  that  this  wonld  be  a  more  workable  solution  is 
that  the  job  back  here  in  Washington  is  really  a  backstopping  job, 
rather  than  a  top  administrative  job,  and  one  that  we  have  with  Agri- 
culture and  with  this  voluntary  Foreign  Aid  Committee  and  with  our 
representatives  in  the  U.N.  been  concerned  with  and  which  we  have 
considerable  experience  in  handling  as  a  result  of  our  experiences 
during  the  last  4  years.  The  real  job  is  in  the  field,  and  it  would  be  very 
difficult  for  one  nian  to  really  do  the  job  in  the  field  in  Europe  and  in 
China  at  the  same  time. 

The  ChxVirmxYX.  I  presume  Mr.  Hoover's  suggestion  is  definitely 
geared  to  the  idea  of  one  overall  responsible  jrenoral  manager  of  relief 
here  in  Washington,  and  if  some  man  like  Mr.  Hoover  himself  were 
available  for  that  sort  of  responsibility,  I  would  think  it  would  b& 
highly  worthwhile,  I  know  the  committee  was  deeply  impressed  with 
his  testimony  the  other  day  and  with  his  obvious  experience  and 
wisdom  in  that  area  of  action. 

Mr.  Wood.  It  is  for  that  reason  that  I  hesitate,  and  with  the  greatest 
humility  differ  from  him  at  all.  I  do  not  think  he  has  been  fully  cog- 
nizant of  the  great  amount  of  coordination  that  has  been  built  up  in 
connection  with  our  experience  with  the  Army's  occupied  areas  pro- 
gram and  the  UNKEA  program  in  the  coordination  phase  of  tliis  job 
back  here. 

State  and  Agriculture  and  Treasuiy,  for  example,  have  worked  very 
smoothly  and  in  the  closest  cooperation.  We  have  had  topnotch  men 
out  in  the  embassies  who  have  been  trained  in  reporting  and  observa- 
tion and  so  on,  and  it  is  just  my  feeling  that  the  main  job  to  be  done 
is  in  the  field,  and  that  we  are  satisfactorily  set  up  for  coordination  in 
the  United  States  at  this  point. 

$10,000    SALARY 

The  Chairman".  Mr.  Hoover's  suggestion  includes  a  salary  limita- 
tion. What  is  your  comment  on  that  ? 

Mr.  Wood.  I  do  not  see  any  objection  to  that,  sir. 

The  Chairman.  At  the  salary  indicated,  $10,000  ? 

Mr.  Wood.  Yes.  I  think  that  is  exactly  the  salary  that  the  grade  in 
which  we  had  expected  to  appoint  this  supervisor  of  European  relief 
would  be.  He  would  get  that  plus  the  usual  allowances  for  foreign 
service.  I  would  hate  to  see  those  removed  from  him  because  it  will  be 
an  expensive  job  to  him,  and  all  our  foreign  representatives  get  their 
salaries  plus  certain  allowances  for  travel,  food,  and  so  on. 

The  Chairman.  Under  those  circumstances  we  would  not  fix  the 
figure  at  $10,000  without  causing  difficulty,  could  we  ? 

Mr.  Wood.  If  you  said  "$10,000  plus  the  usual  foreign  service 
allowances"  ? 

The  Chairman.  I  would  rather  say  nothing  than  say  that. 

Mr.  Wood.  So  would  I.  I  do  not  see  any  objection,  if  there  is  fear 
that  he  would  be  paid  too  large  a  salary  or  too  small  a  salary,  to  saying 
something  about  it.  He  would  be  in  a  regular  foreign  service  job  if  it 
were  not  put  in,  and  his  basic  salary  would  be  $10,000,  in  our  plan. 
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Senator  Thomas  of  Utah.  You  mean  by  that  that  he  is  automatically 
limited  to  a  given  salary  ? 

Mr.  Wood,  By  the  position  to  which  he  is  appointed. 

Senator  Thomas  of  Utah.  What  if  the  President  goes  outside  of  your 
classification  and  appoints  somebody  ?  Is  that  somebody  controlled  by 
classification  too  ? 

Mr.  Wood.  He  would  be,  unless  the  President,  in  the  absence  of  some 
such  statement  as  this,  sets  his  salary. 

Senator  Thomas  of  Utah.  Why  not,  to  be  sure  and  to  accept  Presi- 
dent Ploover's  notion,  give  him  a  classified  job — he  shall  be  appointed  in 
accordance  with  such  and  such  class  ? 

Mr.  Wood.  That  could  be  done.  I  thinl?  it  is  P-8,  or  CAF-15,  which 
is  the  top  nonp.ppointive  civil  service  rating. 

Senator  Thomas  of  Utah.  That  would  handle  both,  Mr.  Chairman, 
in  a  very  satisfactory  way. 

The  Chairman.  That  might  well  be. 

WORKING  THROUGH  THE  SECRETARY  OF  STATE  OR  AGRICULTURE 

Would  you  have  any  objection  to  taking  at  least  a  bow  to  Mr. 
Hoover's  idea  by  making  this  last  sentence  in  your  proposed  amend- 
ment read,  "Such  person  shall  act  in  accordance  with  the  instructions 
of  the  President  or,  if  the  President  so  directs,  of  the  Secretary  of  State 
or  the  Secretary  of  Agriculture'"  ? 

Mr.  Wood.  I  think  that  is  entirely  proper.  I  think  I  can  foresee  a 
possible  difficulty  there — I  do  not  think  it  would  be  a  practical  one — in 
that  the  Secretary'  of  Agriculture — I  do  not  believe  the  present  one 
v.'ould — might  point  to  tliis  legislation  and  go  clamoring  to  the  Presi- 
dent for  authority  to  run  this  program.  I  think  the  present  Secretary, 
from  what  I  have  heard — I  have  not  discussed  it  with  him  personally — 
agrees  that  a  great  deal  of  this  operation  would  be  far  beyond  the  scope 
of  his  Department. 

The  Chairman.  The  situation  that  we  confront  is  that  we  have  two 
suggestions,  both  from  authoritative  sources,  one  that  this  should  be 
run  under  the  overall  direction  of  the  Secretary  of  State  and  another 
that  it  should  be  run  under  the  overall  direction  of  the  Secretary  of 
Agriculture.  As  you  have  drawn  the  amendment,  you  settle  that  de- 
cision now.  Mv  suffijestion  is  that  we  let  the  President  settle  it  and  do 
not  tie  his  hands. 

Mr.  Wood.  I  could  not  object  to  that,  sir. 

The  Chairman.  Then  lei  us  close  this  particular  point  by  tentatively 
suggesting  that  the  amendment  read  approximately  as  follows : 

The  President  shaU  appoint,  by  and  with  the  advice  and  consent  of  the  Senate. 
an  administrator  who  shall  direct  the  supervision  in  Europe,  and  an  administrator 
who  shall  direct  the  supervision  in  Asia,  of  relief  assistance  made  available  pur- 
suant to  this  joint  resolution.  Such  administrators  shall  receive  compensation 
und'T  (so  :ind  so;  and  insert  the  appropriate  classification).  Such  persons  .shall 
act  in  accordance  with  the  instructions  of  the  President,  or.  if  the  President  so 
directs,  of  the  Secretary  of  State  or  the  Secretary  of  Agriculture. 

Senator  Lodge.  The  President  shall  act  how? 

The  Chairman.  "Such  administrators  shall  act  in  accordance  with 
the  instructions  of  the  President,  or,  if  the  President  so  directs,  of 
the  Secretary  of  State  or  the  Secretarj'^  of  Agriculture." 
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Senator  Thomas  of  Utah.  That  binds  him  to  one  or  the  other. 

The  Chairman.  The  State  Department  wants  to  bind  him  to  one. 
I  would  at  least  open  it  up  to  two. 

Senator  Thomas  of  Utah.  I  think  if  you  stopped  with  "as  the 
President  shall  direct"  that  would  be  sufficient. 

The  Chairman.  I  quite  agree  with  you,  Senator  Thomas.  I  am  just, 
very  frankly,  trying  to  toss  in  the  Hoover  suggestion  for  whatever 
it  is  worth. 

Senator  Thomas  of  Utah.  Why  not  get  some  idea  like  this:  "the 
heads  of  Departments,  as  the  President  may  direct,"  meaning  Cabi- 
net officers  ?  The  "or"  is  the  troublesome  thing.  It  sounds  as  if  he  has 
to  give  it  to  Agriculture  or  to  State,  and  we  know  the  President  is 
not  going  to  do  it  himself,  so  it  goes  to  one  place  or  the  other,  and  if 
you  write  it  in  that  way  you  are  just  inviting  conflict. 

Mr.  Wood.  If  you  say  "the  Secretary  of  State  or  the  Secretary  of 
Agriculture,  or  any  other  heads  of  Departments  as  the  President  may 
direct" 

Senator  Thomas  of  Utah.  That  makes  it  less  specific. 

The  Chairman.  I  would  like  to  put  in  the  identification. 

Senator  Thomas  of  Utah.  It  does  not  make  any  difference  to  me. 

The  Chairman.  Study  that,  and  see  what  you  can  do  with  it. 

Mr.  Wood.  Yes,  sir. 

procurement  outside  of  the  united  states 

The  Chairman.  There  is  another  point  here  on  which  there  seems 
to  be  some  degree  of  agreement.  It  is  point  No.  2  in  the  Department's 
memorandum,  which  is  in  response  to  Mr.  Hoover's  suggestion  that 
a  limitation  be  placed  in  the  bill  prohibiting  the  procurement  of  more 
than  $10  million  or  $15  million  worth  of  supplies  outside  of  the 
United  States. 

Mr.  Hoover's  specific  suggestion  now  is  as  follows : 

It  was  suggested  that  the  bill  be  amended  so  that  all  funds  under  this  au- 
thorization should  be  spent  for  United  States  products  and  transportation, 
otherwise  this  dollar  exchange  can  be  used  anywhere  in  the  world,  including 
the  communist  dominated  states  such  as  Poland.  As  there  may  be  some  minor 
need  for  exceptions,  the  amendment  proposed  is  as  follows : 

"No  more  than  $10,000,000  of  the  amount  authorized  by  this  resolution  shall 
be  expended  for  the  procurement  of  relief  supplies  in  coimtries  other  than  the 
United  States,  and  such  action  shall  be  taken  only  if  the  President  finds  that  it 
will  be  to  the  advantage  of  the  United  States  and  of  the  United  States  relief 
program." 

The  Department's  memorandum  says : 

It  is  definitely  contemplated  that  the  bulk  of  the  funds  would  be  used  for 
purchases  within  the  United  States,  and  there  is  no  objection  to  a  limitation 
of  such  a  nature  in  the  bill.  There  are  some  cases,  however,  where  it  is  in  the 
interest  of  the  United  States  and  of  the  efficiency  of  the  program  to  authorize 
purchases  in  other  countries.  For  example,  supplies  of  fertilizer  in  this  country 
are  severely  limited  but  are  urgently  needed  by  the  countries  in  Europe  to 
I)ermit  them  to  increase  their  own  food  production.  It  may  be  possible  to  secure 
phosphate  rock  in  North  Africa,  potash  in  Germany,  and  nitrate  in  other  coun- 
tries, where  the  supplying  countries  are  not  in  a  position  to  make  these  avail- 
able free.  Certain  kinds  of  seeds  can  not  be  furnished  from  the  United  States. 
Relief  supplies  can  not  be  distributed  in  Austria  unless  that  country  is  fur- 
nished some  minimum  supplies  of  coal  which  it  can  not  otherwise  procure.  Part 
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of  this  coal  should  logically  come  from  Germany,  and  will  require  paymeut  into 
the  bi-zonal  accounts  if  it  is  to  be  made  available. 

Cases  such  as  these  may  require  somewhat  more  than  ten  million  or  fifteen 
million  dollars  in  total,  and  it  is  hoped  that  a  limit  could  be  stated  in  terms 
of  10  per  cent  of  the  total  amount  authorized. 

Then  the  specific  suggestion  is  that  the  following  amendment  be 
inserted : 

On  page  2,  line  5,  after  "1948"  strike  out  the  p&riod  and  insert  in  lieu  there- 
of, "and  except  that  not  more  than  10  per  cent  of  the  funds  herein  authorized 
to  be  appropriated  shall  be  used  for  the  procurement  of  supplies  outside  of  the 
United  States  and  its  territorial  possession." 

In  other  words,  you  accept  Mr,  Hoover's  theory,  but  you  put  the 
ceiling  at  $35  million  instead  of  $10  million. 

Mr.  Wood.  That  is  correct.  I  would  see  no  objection  to  adding  to  ours, 
if  the  committee  vrishes  to  do  so,  the  caveat  that  Mr.  Hoover  has  at  the 
end  of  his. 

The  Chairman.  "And  such  action  shall  be  taken  only  if  the  President 
finds  it  shall  be  to  the  benefit  of  the  United  States  and  the  U.S.  relief 
program?" 

Mr.  Wood.  Something  of  that  sort.  I  would  hesitate  to  require  him  to 
make  a  specific  formal  written  finding  on  each  case.  I  think  that  miglit 
be  administratively  bad.  If  that  could  be  avoided,  it  would  perhaps 
be  easier. 

A    10 -PERCENT  CEILING 

The  Chairman.  What  does  the  committee  say  to  suggesting  that 
the  Department  try  to  work  that  out  on  the  10-percent  ceiling,  and 
some  kind  of  caveat  and  the  general  prohibition  that  Mr.  Hoover  in- 
cludes ? 

Senator  Thomas  of  Utah.  This  is  supposed  to  be  a  relief  bill,  is  it 
not? 

The  Chairman.  Yes. 

Senator  Thomas  of  Utah.  And  are  you  going  to  let  people  starve 
if  it  happens  that  it  is  not  to  the  advantage  of  the  United  States?  I 
am  afraid  that  that  caveat,  as  it  has  been  called  there,  is  just  an  in- 
vitation to  criticism,  in  the  way  in  which  Mr.  Hoover  stated  it. 

Mr.  Wood.  What  we  had  in  mind — perhaps  we  ought  to  work  with 
that  language  a  bit^ — was  this :  In  case  we  could  buy  some  fertilizer 
elsewhere,  it  would  be  to  the  disadvantage  of  the  United  States  to 
take  it  out  of  this  country.  It  is  that  type  of  thing. 

Senntor  Thomas  of  Utali.  Tliat  is  very  true.  I  agree  with  all  that, 
but  I  do  think,  with  the  political  situation  in  the  world  as  it  is,  if  we 
are  charged  with  using  relief  funds  for  the  benefit  of  building  up  senti- 
ments nnd  tilings  of  that  kind,  then  we  are  doing  exactly  what  hap- 
pened in  the  last  war  and  always  happened,  that  one  organization 
takes  somebody  else's  stuff  and  marks  on  it  their  initials,  and  then 
somebody  o-oos  out  and  distributes  it  and  «ays,  "This  is  not  from 
America;  this  is  from  this  other  bunch."  That  is  the  trouble  with 
these  things  all  the  time. 

The  Chairman.  Senator  Thomas,  suppose  we  change  the  caveat  to 
ultimately  read,  in  effect,  "and  such  action  shall  be  taken  only  if  the 
President  finds  it  shall  be  to  the  advantage  of  the  U.S.  relief  program"? 

Senator  Thomas  of  Utah.  And  be  in  accordance  with  the  funda- 
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mental  principles  of  this  act,  so  that  using  it  for  the  benefit  of  the 
United  States  does  not  sound  good  at  all. 

Mr.  Wood.  I  think  that  is  a  much  better  way  of  putting  it. 

Senator  White.  Mr.  Chairman,  I  do  not  like  at  all  the  suggestion 
of  the  10-percent  limitation.  You  might  just  as  well  throw  Mr.  Hoover's 
suggestion  into  the  scrap  heap  as  to  name  a  percentage  which  will  give 
you  a  result  of  $35  or  $40  million,  when  Mr.  Hoover's  opinion  was  that 
$10  or  possibly  $15  million  would  be  a  sufficient  amount  to  purchase  in 
other  countries.  I  do  not  care  whether  it  is  named  in  percentages  or 
named  in  dollars,  but  if  it  is  going  to  be  named  in  percentages,  I  want 
it  to  be  in  an  amount  which  will  be  a  figure  which  will  give  a  result 
something  comparable,  or  somewhere  comparable,  to  what  Mr.  Hoover 
has  suggested  as  the  possible  need. 

The  Chairman.  What  have  you  to  say  to  that  ? 

Mr.  Wood.  I  would  like  to  comment  on  only  this  point :  As  we  see 
the  situation  as  to  supply  developing  in  this  country,  we  realize  that 
the  shortage  in  supplies  in  this  country  in  some  areas  is  becoming  rather 
serious.  The  intent  of  this,  of  course,  is  to  buy,  as  we  say,  everything 
possible  that  can  be  done  reasonably  in  this  country.  It  seems  to  me 
that  with  the  shortage  of  supplies  developing  as  it  is,  and  becoming  a 
really  serious  situation,  there  ought  to  be  sufficient  flexibility,  Senator 
White,  so  that  we  would  not  in  effect  be  faced  with  a  dilemma  either 
of  taking  short  supplies  out  of  this  country  when  they  were  available 
in  greater  amounts  elsewhere,  or  not  feeding  these  people. 

Senator  White.  I  agree  with  vou  that  there  should  be  some  flexibility 
to  it,  but  it  strikes  me  that  if  anyone  in  the  world  knows  what  is  a  suffi- 
cient flexibility  it  is  Mr.  Iloover  himself,  and  when  he  puts  the  outside 
figure  at  $15  million,  I  am  disposed  to  accept  his  judgment  about  it. 

The  CiTArRMAN.  He  puts  it  at  $10  million. 

Senator  White.  I  would  much  prefer  $10  million,  because,  if  I  had 
my  way,  I  would  be  reluctant  to  see  any  purchases  made. 

The  Chairman.  Of  course,  you  have  also  to  remember  that  Mr. 
Hoover  says  the  overall  total  amount  is  much  bigger  than  is  necessary. 

NEED    FOR   GREATER   FLEXIBILITY 

Mr.  Wood.  With  respect  to  Mr.  Hoover,  as  to  the  estimate  of  what 
flexibility  is  required,  I  do  not  believe  anybody  in  the  world  can  tell 
as  far  ahead  as  the  next  8  months  or  so  just  what  is  going  to  develop 
in  that  area,  and  that  is  why  I  feel  that  a  somewhat  greater  degree  of 
flexibility  is  necessary.  I  think  Mr.  Hoover  would  say  that  he  would 
not  want  to  guarantee  that  that  is  anything  more  than  a  rough 
estimate. 

Senator  Lodge.  But  the  figure  tliat  he  gives  would  certainly  last  us 
through  until  January  or  February,  would  it  not  ? 

Mr.  Wood.  You  mean  the  $10  or  $15  million  ? 

Senator  Lodge.  Yes. 

PURCHASING  COAL  AND   FERTILIZER 

Mr.  Wood.  I  am  not  at  all  sure,  Senator  Lodge,  that  it  would,  when 
you  consider  the  coal  and  fertilizer,  which  are  the  two  things  we 
foresee  now  as  difficult  of  procurement  in  this  country.  I  am  not  at  all 
sure  that  it  would  not  run  over  that. 
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Senator  Thomas  of  Utah.  Why  not  do  what  I  think  is  the  wise 
thing,  and  remove  fertilizer  and  coal  from  this  exception  ? 

Mr.  Wood.  You  mean  make  it  possible  to  purchase  any  amount  of 
coal  or  fertilizer  outside  of  the  United  States  ? 

Senator  Thomas  of  Utah.  Take  his  figure  and  make  that  figure  not 
apply  to  fertilizer  and  coal. 

Mr.  Wood.  I  feel  reasonably  confident  that  if  it  did  not  ai^ply  to 
fertilizer  and  coal,  $10  million  is  probably  plenty ;  $5  million  might 
be  enough,  as  a  matter  of  fact. 

Senator  Thomas  of  Utah.  You  want  to  encourage  the  development 
of  both  fertilizer  and  coal  in  Europe  as  much  as  you  can. 

Mr.  Wood.  Exactlv.  That  would  be  entirely  satisfactory  so  far  as 
the  flexibility  is  concerned,  because  I  do  not  foresee,  except  in  the  case 
of  some  seeds,  that  we  would  need  to  buy  outside  of  the  United  States, 
except  in  the  case  of  fertilizer  and  coal. 

The  Chairman.  That  ruins  the  Hoover  formula  just  as  much  as  the 
other  does,  and  probably  more  so.  •        ,  r 

Senator  Thomas  of  Utah.  But  it  points  out  the  exception,  Mr. 
Chairman,  and  the  reason  for  ruining  it.  Hoover  himself,  you  will 
remember,  mentioned  fertilizer  and  the  terrible  things  we  are  doing 
in  confiscating  or  interfering  with  the  development  of  fertilizer  in 
both  the  Far  East  and  Europe. 

Senator  Lodge.  When  you  buy  coal,  where  do  you  expect  to  buy  it? 

Mr.  Wood.  In  Germany. 

Senator  Lodge.  From  German  mines  ? 

GERMAN    COAL 

Mr.  Wood.  We  have  to  pay  the  bizonal  authorities,  and  it  is  provided 
in  our  bizonal  agreement  a'^s  a  means  of  reducing  the  burden  on  the 
American  taxpayer  that  any  purchases  by  countries  outside  of  Ger- 
many of  products  from  Germany  shall  be  paid  in  dollars. 

Senator  Lodge.  The  bizonal  authority  is  the  British  and  the  Ameri- 
cans, is  it  not  ? 

Mr.  Wood.  Yes. 

Senator  Lodge.  General  Clay  and  the  British  general  ? 

Mr.  Wood.  Eobinson. 

Senator  Lodge.  We  pay  those  two.  Is  it  split  50-50? 

Mr.  Wood.  It  is  split  50-50  on  costs  and  proceeds. 

Senator  Lodge.  So  we  get  half  of  our  own  money  back,  and  the 
British  get  half  of  it. 

overwhelming  senate  vote  needed 

Senator  White.  There  is  a  practical  situation  entering  into  all  of 
these  questions,  it  seems  to  me,  that  we  ought  not  overlook.  I  tliink 
it  would  be  unfortunate  in  the  extreme  if  this  legislation  were  passed 
by  a  narrow  vote  up  in  the  Senate.  I  think  the  effect  of  what  I  call  an 
overwhelming  vote  for  this  legislation  Avould  bp  altogether  worth 
while,  and  we  ought  to  make  all  concessions  that  are  necessary  in 
order  to  bring,  for  the  substantive  provisions  of  this  legislation,  an 
overwhelming  vote  of  approval  by  the  Senate, 
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Now  there  are,  in  my  opinion,  in  the  Senate,  an  awful  lot  of  reluctant 
votes  for  this  legislation.  I  think  the  Senators  are  going  along,  but 
we  may  find  a  situation  developing  where  Senators  will  be  looking 
for  some  excuses  or  some  justifications,  perhaps,  instead  of  excuses, 
for  an  adverse  vote.  We  know  perfectly  well  that  some  are  going  to 
vote  against  all  suggestions  of  any  military  mission. 

The  Chairman.  You  are  talking  about  the  Greco-Turkish  bill. 
This  is  the  relief  bill. 

Senator  White.  This  is  the  relief  bill,  to  be  sure,  but  what  I  am 
saying  generally  I  think  has  application  to  this.  I  want  to  see  this, 
when  it  goes  to  the  floor  of  the  Senate  as  finally  taken  up  for  voting, 
with  a  minimum  of  objections  which  anybody  can  raise  to  it,  I  think 
one  of  the  objections  that  will  be  raised,  and  raised  with  some  loud 
voice,  is  the  possibility  that  substantial  amomits  of  these  relief  goods, 
whatever  they  may  be,  can  be  purchased  abroad  with  the  American 
market  in  a  position  to  furnish  them.  There  are  going  to  be  a  lot  of 
fellows,  in  my  opinion,  who  would  much  prefer  to  vote  all  of  this 
should  be  of  American  origin,  rather  than  any  of  it  should  be  of 
foreign  origin,  and  I  would  go  the  very  limit  in  giving  assurance 
bj^  the  letter  of  this  legislation  that  American  goods  are  to  be  pur- 
chased just  to  the  limit  of  possibilities. 

I  do  not  see  why,  and  that  gets  me  back  to  my  point — I  would  like 
to  limit,  either  by  a  very  much  lesser  percentage  than  the  Department 
suggests,  or  by  a  definite  figure  of  10  million,  1214  million,  or  some- 
thing of  the  sort,  the  amount  that  could  be  purchased  abroad. 

I  think  that  is  a  political  consideration,  perhaps,  which  may  have 
some  influence  up  here  on  the  floor  of  the  Senate. 

The  Chairman.  Let  me  ask  the  Department:  suppose  we  put  the 
limitation  at  5  percent.  That  gives  you  $17,500,000.  Are  you  not 
safe  with  that  at  least  until  the  next  Congress  meets? 

flexibility  needed 

;  Mr,  AYooD.  My  guess  would  be  yes,  sir.  I  tliinJv  it  is  cuttin^f  it  pretty 
close,  and  if  shortages  of  these  items  develop  further  in  this  country 
we  might  be  in  difficulty.  It  is  always  a  nice  question  to  weigh,  as  I  see, 
the  palatability  of  something  as  against  sufficient  flexibility  so  that 
you  can  operate  truly  efficiently.  I  am  not  a  very  good  judge  of  the 
former.  I  am  a  better  judge  of  the  latter.  Any  greater  flexibility  than 
that  would  be  desirable.  It  might  never  be  used. 

I  might  say  that  it  is  our  intention  in  operating  under  this  bill 
to  buy  in  the  United  States  except  where  it  can  clearly  be  shown 
that  it  is  to  the  benefit  of  the  relief  program  and  to  the  benefit  of  the 
United  States,  whether  we  wish  to  put  it  in  the  bill,  Senator  Thomas, 
or  not,  to  do  otherwise.  What  we  foresee  ai^e  only  such  cases  as  where, 
if  we  tried  to  compete  for  short  supplies  of  fertilizer  in  this  market, 
when  we  could  buy  fertilizer  in  ISTorth  Africa,  then  we  would  want  to 
buy  it  in  North  Africa.  If  there  were  plenty  of  fertilizer  here,  we 
wou  1  d  want  to  buy  it  here.  '  'i^ , ,  ^, 

The  Chairman.  Of  course  you  are  totally  correct  in  that  specific 
transaction.  You  ought  to  be  able  to  buy  in  North  Africa  under  those 
circumstances.  But  you  cannot  overlook  the  fundamental  fact  that 
Senator  "\^Tiite  presents. 
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CONGRESS  PENNY  CONSCIOUS 


After  we  have  passed  this  Greek-Turkish  loan  up  here,  this  Con- 
gress is  going  to  be  ahnost  penny  conscious  in  connection  with  foreign 
expenditure  programs,  and  we  have  got  to  draw  the  line  pretty  tight. 
We  have  to  give  ourselves  the  benefit  of  some  of  the  doubt. 

How  much  out  of  the  $350  million,  under  your  estimate,  is  involved 
in  fertilizer  and  coal  ? 

COST  OF  FERTILIZER   AND    COAL 

Mr.  Wood,  We  have  placed  that  at  the  moment  quite  low,  and  we 
hope  to  increase  the  fertilizer  considerably  if  we  can  find  m.ore  fer- 
tilizer. It  is  commonly  known  that  a  pound  of  fertilizer  results  in 
some  of  these  countries  in  something  like  10  or  12  pounds  of  food. 
But  for  fertilizer  we  presently  figure  about  $12,500,000,  and  fuel, 
or  coal,  largely,  would  be  another  $8  million,  and  we  had  hoped  to 
be  able,  depending  on  v;hether  it  actually  could  be  obtained  or  not. 
to  step  up  the  fertilizer  above  that  figure.  That  is  our  estimate  of 
what  we  can  get  at  the  moment,  and  none  of  that,  by  the  way,  so  far 
as  we  can  see  now,  can  be  obtained  in  the  United  States. 

EXPENSES  OUTSIDE  OF  UNITED  STATES 

Senator  Smith.  Do  I  understand,  then,  that  your  expenses  outside  of 
the  United  States  are  primarily  for  the  fertilizer  item? 

Mr.  Wood.  Almost  entirely,  except  for  coal.  Tliere  might  be  a  small 
amount,  as  we  said,  for  seed,  and  also  we  might  be  wanting  to  buy  a 
little  copra  in  the  Philippines,  in  view,  again,  of  the  shortage  of  fats 
and  oils  all  over  the  world. 

The  Chairman.  If  we  gave  you  a  5  percent  leeway,  that  would  come 
witliin  $2,500,000  of  your  total  estimate  for  fertilizer  and  coal,  so 
I  do  not  think  we  would  be  setting  up  much  of  a  hazard. 

Mr.  Wood.  It  would  leave  nothing  for  seeds  and  copra. 

The  Chairman.  Not  if  you  have  to  buy  all  your  fertilizer  and  coal 
abroad. 

Senator  Thomas  of  Utah.  You  can  make  it  6  percent,  Mr.  Chairman, 
and  then  they  are  all  right. 

The  Chairman.  Will  you  settle  for  6  percent  ? 

IMr.  Wood.  Yes. 

The  Chairman.  Senator  White,  will  you  settle  for  6  percent? 

Senator  White.  Quickly. 

The  Chatrisian.  Write  it  up  for  6  percent. 

Senator  Lodge.  On  this  coal  business,  you  are  going  to  get  it  from 
Germany  ? 

]Mr.  Wood.  Yes. 

GERMAN    COAL 

Senator  Lodge.  Hoav  much  of  it  is  going  to  stay  in  Germany  and 
how  much  will  go  out  of  Germany? 

Mr.  Wood.  The  coal  itself,  or  the  money  paid  for  it  ? 

Senator  Lodge.  The  coal  itself. 

'Mr.  AVooD.  All  of  it  would  go  to  Austria.  That  is  the  only  place  we 
would  send  any  coal.  All  of  the  coal  we  buy  with  this  appropriation, 
if  given,  would  go  to  Austria. 
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Senator  Lodge.  And  the  German  miners  get  paid  in 

Mr.  Wood  (continuing) .  INIarks. 

Senator  Lodge.  In  marks  ?  Then  who  buys  it  from  them  ? 

Mr.  Wood.  The  coal? 

Senator  Lodge.  We  would  not  buy  it  direct  from  them,  would  we? 

Mr.  Wood.  No.  The  coal  would  become  the  property,  after  we  paid 
for  it  in  marks,  of  the  bizonal  autliority,  who  would  then  sell  it  to 
Austria. 

Senator  Lodge.  We  pay  the  bizonal  authority,  which  is  American 
and  British,  is  it  ? 

Mr.  Wood.  We  are  shipping  in  goods  constantly,  food  and  so  on,  to 
support  life  in  Germany.  Now,  the  purpose  of  the  payment  to  the  bi- 
zonal authority  in  dollars  for  goods  shipped  out  of  Germany  is  to  de- 
fray in  part  the  expenses  of  buying  goods  to  ship  into  Germany. 

Senator  Lodge.  That  is  not  w^hat  I  am  trying  to  get  at  at  all.  Here 
is  the  miner  who  chips  the  coal  away  in  the  mine.  That  comes  up  to 
the  top.  Who  owns  it  then  ? 

Mr.  Wood.  That  becomes  the  property  of  the  bizonal  authority. 

Senator  Lodge.  There  is  no  private  ownership  at  all  ? 

Mr.  Wood.  No. 

Senator  Lodge.  Who  pays  this  miner,  the  bizonal  authority  ? 

Mr.  Wood.  The  bizonal  authority,  in  marks  which  they  issue.  Ac- 
tually that  is  done  through  these  governments  that  have  been  set  up. 

Senator  Lodge.  Yes,  I  laiow  about  that. 

It  seems  to  me  it  is  just  going  to  be  one  more  point  of  trouble  and 
criticism  on  the  floor  if  half  of  this  money  is  going  to  go  to  the  British. 
It  seems  to  me  it  is  one  of  those  clumsy  tilings.  I  realize  it  is  perfectly 
all  right,  but  it  is  going  to  be  one  of  those  things  you  ai-e  going  to  have 
to  take  about  2i/2  hours  to  explain. 

Mr.  Wood.  We,  of  course,  have  a  I'oint  enterprise  there  with  the 
British. 

Senator  Lodge.  Half  of  this  money  goes  back  to  ourselves  and  half 
to  them  ? 

use    of   BRITISH    MONEY 

Mr.  Wood.  Again,  you  might  say  that  the  British  are  spending  that 
money  not  for  their  own  advantage,  but  are  spending  it  to  buy  food 
to  keep  Germany  going  and  to  defray  their  expenses  in  their  half  of 
the  bizonal  area. 

The  Chairman.  Is  Britain  not  making  a  comparable  arrangement 
offsetting  this  thing  that  Senator  Lodge  is  talking  about  ? 

Mr.  Wood.  Yes.  Britain,  of  course,  is  making  $40  million  or  its  equiv- 
alent available  for  the  relief  of  Austria,  which  is  comparable  with 
our  bill  here.  In  addition  to  that  Britain,  just  as  we  have,  has  a  net 
expense  on  supporting  her  part  of  the  bizonal  area  of  Germany  so 
that  she  has  exactly  the  same  position  that  we  have.  She  is  not  ac- 
tually making  a  profit  on  her  occupation  of  Germany  at  this  point 
anv  more  than  we  are. 

Senator  Lodge.  You  do  not  think  you  could  prove,  do  you.  that 
Great  Britain  is  making  proportionately  as  great  a  contribution  to 
Germany  as  we  are  ?  They  have  not  enough  for  themselves. 

Mr.  Wood.  Britain  at  the  moment  is  taking  half  of  the  expense  of 
the  bizonal  area,  which  in  proportion  to  her  assets  is  much  greater 
than  ours. 
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The  Chairman.  The  British  problem  which  we  will  soon  confront 
is  when  they  tell  us  they  can  no  longer  pay  their  half  of  the  bizonal 
operation,  I  fear. 

Mr.  Wood.  That  is  a  real  problem. 

The  Chairman.  The  thing  that  Senator  Lodge  is  talking  about  ap- 
plies only  to  coal,  does  it  not  ? 

Senatoi-  Lodge.  That  is  right. 

Mr.  Wood.  It  applies  to  anything  that  might  be  bought  in  Germany. 
We  anticipate  buying  nothing  else  under  this  program. 

Senator  Lodge,  What  about  fertilizer?  A\Tio  pays  that  now,  and  to 
whom  is  it  paid  ? 

Mr.  Wood.  We  would  pay  it  out  of  the  funds  of  the  relief  bill,  and 
it  would  be  paid  to  the  French. 

Senator  Lodge.  The  French  Government? 

Mr.  Wood.  I  do  not  think  the  fertilizer  industry^  in  North  Africa  is 
a  government  monopoly.  I  think  it  is  paid  to  individual  companies. 
I  am  not  certain  as  to  that. 

spending  dollars  abroad 

Senator  Lodge.  I  am  awfully  gun  shy  about  spending  dollars  abroad. 
I  realize  you  have  to  do  it,  and  if  you  can  prime  the  pump  and  get 
these  countries  started  it  is  worth  doing,  but  I  warn  you  now  of  the 
dreadful  reputation  this  project  is  going  to  get  if  you  fatten  a  lot  of 
politicians  and  have  them  riding  around  in  Amei-ican  cars  on  account 
of  the  money  they  are  disbursing.  I  have  seen  too  much  of  that  in  the 
war. 

The  Chairman.  We  have  a  6-percent  limitation,  have  we  not,  on 
the  hazard  you  are  describing  ? 

Senator  Lodge.  Yes,  we  have.  I  think  we  are  making  headway. 

The  Chairman.  We  have  to  go  to  the  floor  very  shortly,  and  there 
is  one  other  amendment  here  that  I  think  perhaps  we  could  agree 
on  before  we  quit. 

You  will  remember  that  Mr.  Hoover  testified  the  State  Department 
had  agreed  to  the  general  principle  of  this  amendment,  which  Mr. 
Hoover  words  as  follows : 

USE   OF  receipts  FROM   SALES 

All  receipts  from  sales  of  these  supplies  by  governments  to  their  citizens  shall 
be  paid  into  a  depository  in  that  country  designated  by  the  United  States  to 
the  credit  of  the  United  States.  Such  sums  may  be  used  by  the  United  States 
for  any  expenditures  on  its  own  account  within  that  country,  and  in  any 
event  shall  not  be  withdrawn  from  that  country  until,  in  the  view  of  the  Presi- 
dent, it  will  not  embarrass  the  economy  of  such  country. 

Mr.  Hoover's  comment  is : 

The  time  has  come  now,  two  years  after  the  war,  when  some  restraints  should 
be  put  on  the  demand  for  charitable  relief  from  the  United  States.  We  can  not 
long  continue  these  enormous  burdens  which  both  increase  our  cost  of  living 
by  undue  drain  on  our  supplies  and  deprivation  of  our  country  of  needed  im- 
provements for  our  own  people.  As  resolute  as  we  should  be  in  the  alleviation  of 
suffering  abroad,  we  should  bring  every  pressure  we  can  that  these  demands 
upon  us  are  both  held  to  the  lowest  levels  and  that  every  exertion  is  made  on 
the  part  of  these  countries  to  increase  their  own  productivity  and  to  improve 
their  own  administrations. 
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As  to  the  latter,  some  part  of  the  demands  now  made  upon  us  are  due  to  the 
failure  of  governments  to  collect  surplus  foods  from  their  own  farmers  and 
allowing  its  disappearance  into  the  black  market.  The  only  way  to  exert  these 
pressures  is  that  we  serve  notice  that  large-scale  charity  is  at  an  end  and  that 
repayment  in  some  form  must  be  undertaken. 

It  happens  that  all  countries  receiving  these  supplies  will  resell  them  to  their 
own  people  as  a  necessary  part  of  their  rationing  systems.  Therefore  as  at  least 
a  modest  pressure  in  this  direction  is  exerted,  the  following  amendment  is  pro- 
posed. 

The  State  Department,  accepting  the  general  idea,  proposes  the 
amendment  in  the  following  language : 

When  relief  supplies  procured  with  the  funds  authorized  by  this  resolution 
are  sold  for  local  currency  by  the  Government  of  any  country  receiving  such 
supplies,  the  amount  of  such  local  currencies  shall  be  deposited  by  that  govern- 
ment in  a  special  account  and  shall  be  used  only  for  relief  and  rehabilitation 
purposes  with  the  approval  of  the  duly  authorized  representative  of  the  United 
States. 

I  take  it  that  the  difference  between  the  two  is  that  Mr.  Hoover 
would  have  tliese  sums  revert  to  the  United  States  itself  for  any  ex- 
penditures on  its  own  account  within  the  given  country,  whereas  the 
State  Department's  proposal  is  that  the  special  account  shall  be  used 
for  relief  and  rehabilitation  purposes  by  the  country  in  question  with 
the  approval  of  the  duly  authorized  representative  of  the  United 
States. 

The  Department  argues  that — well,  I  will  read  it : 

We  are  in  hearty  accord  that  U.S.  representatives  should  control  the  use  of 
such  local  proceeds  of  sale.  If  title  to  the  funds  were  transferred  to  the  United 
States,  however,  it  would  be  necessary  to  establish  rather  complicated  ma- 
chinery in  the  foreign  countries  for  disbursing  and  accounting  for  them.  We  can 
have  adequate  control  by  requiring  that  they  be  deposited  by  the  foreign  gov- 
ernment in  the  special  account  to  be  withdrawn  only  on  our  approval.  It  seems 
unlikely  that  we  should  have  a  use  of  any  great  amount  of  these  funds  except  as 
we  might  desire  to  have  them  utilized  for  approved  charitable  and  rehabilitation 
projects  within  the  recipient  country.  Since  the  currencies  of  these  countries 
are  not  freely  convertible  into  other  currencies,  they  would  be  of  little  value  out- 
side the  country  unless  the  country  itself  agreed  that  we  could  use  them  for  the 
procurement  of  supplies  to  be  exported.  This  would  amount  substantially  to 
another  suggestion  which  is  discussed  elsewhere. 

HOSPITAL   REPAIR   AND  CONSTRUCTION' 

Mr.  Wood,  I  believe  that  if  we  utilize  these  funds  for  such  thinjrs 
as  the  construction  and  repair  of  hospitals  and  other  institutions  in 
the  country,  and  for  other  charitable  purposes,  they  will  constitute 
lasting  monuments  to  the  United  States  which  will  continue  to  remind 
the  people  of  the  recipient  countries  as  to  assistance  which  we  furnished 
them  in  their  hour  of  need. 

Senator  Smith.  I  thought  Mr.  Hoover  simply  was  suggesting  that 
the  United  States  could  indicate  that  these  funds  could  be  used  to  pay 
our  staff  and  all  that  sort  of  thing  in  the  local  countries.  You  have  an 
embassy  in  these  countries.  You  have  a  setup  there  that  is  costing  us 
money.  Why  should  not  these  funds  be  used  for  that  purpose  as  well  as 
for  reliabilitation  purposes  ?  Your  amendment,  as  I  take  it,  limits  it  to 
relief  purposes. 

Mr.  Wood.  We  would,  of  course,  require  that  the  expenses  of  the 
relief  operation  in  the  country  be  met  from  those  items. 
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CURRENCY    FOR    EMBASSY    STAFF 

Senator  Smith.  How  about  the  thing  that  is  not  directly  related,  like 
your  embassy  staffs,  where  we  want  currency  for  those  purposes  and 
do  not  want  to  use  dollars  ? 

Mr.  Wood.  The  problem  then  is  that  again  those  currencies  are  now 
in  great  supply  in  relation  to  dollars.  We  already  find  relatively  little 
difficulty  in  getting  lira  or  drachma  for  the  expenses  that  are  paid  for 
those  in  the  country,  because  there  is  a  great  balance  unfavorable  to 
each  one  of  these  countries  in  its  trade  with  the  United  States. 

Senator  Smith.  I  understand  that,  but  why  should  we  not  just  have 
those  balances  in  the  banks  to  our  credit,  and  use  them  for  our  expenses 
or  for  further  relief  as  in  the  judgment  of  the  President  seems  wise? 

Mr.  Wood.  Having  them  actually  become  the  property  of  the  United 
States  does  raise  some  very  difficult  administrative  problems  of  ac- 
counting. Actually,  I  believe  3'ou  have  to  come  back  and  get  appropria- 
tions for  the  use  of  those  funds  from  year  to  year,  and  so  on. 

The  Chairman.  That  is  correct. 

Mr.  Wood.  And  it  seemed  to  us  that  the  needs  of  these  countries  for 
the  repair  of  their  hospitals  and  things  is  so  great  that  it  would  be  far 
simpler  and  far  better,  and  make  a  far  greater  contribution  to  the 
purposes  of  this  relief  bill,  to  provide  that  tliey  be  used  in  that  country 
for  these  purposes,  rather  than  to  bring  them  back  to  our  credit  and 
then  use  them  for  the  expenses  of  our  embassy,  which  in  itself  further 
tends  to  unbalance  their  foreign  exchange  position  in  relation  to  us, 
because  to  the  extent  that  we  buy  drachma  with  dollars  to  take  care 
of  our  expenses  paid  in  drachma  in  Greece,  to  that  extent  it  is  a 
further  slight  help  to  the  foreign  exchange  position  of  these  countries, 
which  is  so  terribly  unbalanced. 

The  Chairman.  I  do  not  think  so  much  of  the  idea  of  trying  to  pay 
our  embassy  bills  out  of  these  funds. 

Senator  Smith.  That  was  just  illustrative. 

A  revolving  fund 

The  Chairman.  But  I  do  think  it  would  be  a  smart  idea  to  have  this 
in  the  nature  of  a  revolving  fund,  so  it  is  a  continuing  source  of  relief 
in  these  areas,  if  we  are  called  upon  for  further  relief  plans  in  the 
future. 

Now,  under  your  language,  would  that  happen,  or  has  it  got  to  be 
invested  in  some  local  charitable  or  eleemosynary  project  outside  of 
relief? 

Mr.  Wood.  No;  it  can  be  used  for  relief,  for  rehabilitation,  for  any 
of  these  eleemosynary  purposes. 

Senator  Smith.  In  whose  name  would  it  be,  under  your  theory  ? 

Mr.  Wood.  It  would  be  to  the  credit  of  that  country,  but  it  could  be 
drawn  upon  for  any  purpose  without  our  approval. 

Senator  Smith.  It  would  not  be  to  the  credit  of  the  United  States 
at  all  ?  That  is  the  real  difference. 

Mr._Y/ooD.  That  is  one  of  the  real  differences.  T]ie  other,  and  even 
more  important,  difference,  is  that  Mr.  Hoover,  I  believe,  suggests 
that  the  fund  might  be  withdrawn  from  the  country  and  used  for*relief 
in  other  countries,  which  I  would  take  a  most  serious  view  of,  in  the 
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light  of  the  inability  of  these  countries  to  get  enough  foreign  excliange 
to  support  the  buying  power  of  their  currencies  in  relation  to  any  other 
country  at  the  moment.  This  revolving  fund  idea  is  not  included  in 
our  statement,  and  I  think  perhaps  we  might  consider  that  if,  say,  the 
lira  that  we  got  in  Italy  were  used  for  building  a  hospital,  I  do  not 
know  how  that  would  produce  revenue  to  come  back  into  the  revolving 
fund. 

The  CiiAiRMAx,  That  is  my  point.  This  is  a  relief  bill,  and  it  is  not 
a  rehabilitation  bill.  The  builcling  of  a  hospital,  while  having  relief 
aspects,  is  essentially  rehabilitation. 

Mr.  Wood.  That  is  correct. 

NOT   THE   LAST   RELIEF   BILL 

The  Chairman.  This  is  not  the  last  relief  bill  we  are  going  to  have. 
Why  should  not  any  fund  that  comes  back  to  us  out  of  the  administra- 
tion of  relief  be  available  to  us  in  those  same  areas  for  further  relief 
hereafter  if,  as,  and  when  the  need  arises  ? 

Mr.  Wood.  I  think  they  should  be.  In  other  words,  if,  say,  the  Italian 
Government  sells  bread  to  certain  of  its  citizens  who  have  lira  with 
which  they  can  pay  for  that  bread,  then  that  money  goes  into  this 
account.  Now,  if  perchance  there  are  bought  items  in  Italy  with  those 
lira  which  again  are  sold  to  the  Italian  people,  then  I  think  we  ought  to 
provide  that  those  proceeds  come  back,  and  so,  perhaps,  develop  the  idea 
of  the  revolving  fund. 

On  the  other  hand,  it  would  seem  to  me  very  desirable  to  have  the 
power  to  use  those  local  proceeds — not  the  dollars  that  we  contribute, 
but  the  proceeds  of  sales  of  food — if  it  were  necessary,  to  restore  a 
hospital,  or  something  of  that  sort,  and  put  up  a  bronze  plate,  "This  has 
been  done  through  the  generosity  of  the  American  people  and  stands 
as  a  monument  to  them,"  and  so  on. 

The  Chairman.  We  have  got  to  adjourn  this  session.  Will  you  work 
that  over  again  and  see  if  you  can  put  some  of  these  ideas  into  it  ? 

Mr.  Wood.  Would  you  think,  Senator,  that  what  I  have  just  said  is  a 
reasonable  idea  ? 

The  Chairman.  See  what  you  can  do  with  it. 

Senator  Smith.  I  do  not  see  how  you  can  control  this  thing  if  it  is  in 
the  name  of  the  other  government  rather  than  our  own. 

Mr.  Wood.  The  control  would  exist  in  the  vetoing  of  anything  unless 
it  were  for  a  particular  project  of  which  we  approved,  and  then  we 
would  say,  "All  right ;  spend  so  many  lira  for  the  hospital,"  or  "Send 
so  many  lira  to  people  where  bubonic  plague  is  threatening."  We  would 
carefully  control  and  refuse  to  authorize  the  use  of  these  funds.  That  is 
where  our  control  would  ride. 

Senator  Siniitii.  You  wouldd  provide  that  they  could  not  spend  them 
at  all  without  our  OK  ? 

Mr.  Wood.  Yes. 

The  Chairman.  Let  us  try  to  have  a  meeting  on  Friday  morning, 
gentlemen,  and  see  if  we  cannot  have  2  clear  hours  Friday  morning 
and  clear  this  job  up. 

Bring  us  whatever  you  can  get  out  of  what  we  have  clone  today. 

(Whereupon,  at  1*1  a.m.,  an  adjournment  was  taken  until  Friday, 
April  25, 1947,  at  10  a.m.) 


RELIEF  ASSISTANCE  TO  COUNTRIES  DEVASTATED  BY 

WAR 


FRIDAY,  APRIL  25,   1947 

United  States  Senate, 
Committee  on  Foreign  Relations, 

Washington^  D.C. 

The  committee  met,  pursuant  to  adjournment,  in  the  committee  hear- 
ino-  room,  U.S.  Capitol,  at  10  a.m.,  Senator  Arthur  H.  Vandenberg, 
chairman,  presiding. 

Present:  Senators  Vandenberg  (chairman).  Capper,  White,  Wiley, 
Smith,  Lodge,  Thomas  of  Utah,  and  Hatch. 

Also  present :  Mr.  C.  Tyler  Wood,  Deputy  to  the  Assistant  Secretary 
of  State;  Mr.  Jolin  Howard,  Assistant  Legal  Adviser,  Department  of 
State;  and  Mr.  Dallas  Dort,  Adviser  on  Relief  and  Rehabilitation, 
Department  of  State. 

The  Chairman.  Wlien  is  it  expected,  Mr.  Wood,  that  the  House 
will  finally  act  on  this  bill  ? 

Mr.  Wood.  They  said  when  they  adjourned  that  they  were  going 
to  vote  on  it  on  Monday.  They  expected  to  vote  on  it  Wednesday,  orig- 
inally, of  this  week. 

The  Chairman.  Of  the  things  that  we  discussed  at  our  last  informal 
meeting,  the  textual  suggestions  from  the  State  Department  now  come 
down  to  this : 

procurement  of  supplies 

1.  On  page  2,  line  5,  after  "1948",  strike  out  the  period  and  insert  in 
lieu  thereof  "and  except  that  not  more  than  six  per  cent  of  the  amount 
herein  authorized  to  be  appropriated  shall  be  used  for  the  procurement 
of  supplies  outside  United  States  and  its  territorial  possessions." 

That  is  what  we  agreed  on,  is  it  not  ? 

Senator  Thomas  of  Utah.  Yes. 

The  Chairman.  Is  that  satisf  actoiy  to  you,  Senator  Thomas  ? 

Senator  Thomas  of  Utah.  Yes ;  I  think  that  is  all  right,  Senator 
Vandenberg. 

Senator  Smith.  That  was  in  lieu  of  the  proposal  for  not  more  than 
$10,000,000  as  suggested  by  Mr.  Hoover. 

The  Chairman.  That  is  right.  This  6  percent  amounts  to  $21,000,000, 
which  probably  more  than  covers  fertilizer  and  coal. 

Mr.  Wood.  Yes. 

The  Chairman.  If  there  is  no  other  suggestion,  we  will  agree  to 
that. 

(63) 
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PROCEEDS   OF   LOCAL   SxVLES 

The  next  one  is  the  question  of  what  is  done  with  the  proceeds  of 
local  sale.  The  suggestion  is : 

Section .  When  relief  supplies  procured  with  the  funds  authorized  by  this 

resolution  are  sold  for  local  currency  by  the  government  of  any  country  receiving 
such  supplies,  the  amounts  of  such  local  currency  shall  be  deposited  by  that  gov- 
ernment in  a  special  account  and  shall  be  used  only  with  the  approval  of  the 
duly  authorized  representative  of  the  United  States  for  relief  and  rehabilitation 
purposes,  including  local  currency  expenses  of  the  United  States  incident  to  the 
furnishing  of  relief. 

That  does  not  include  Senator  Smith's  idea  that  we  ought  to  pay 
off  the  embassy  out  of  this  fund,  but  I  do  not  believe  that  is  possible, 
Senator  Smith.  I  think  we  have  to  reappropriate  funds. 

Senator  Smith.  I  was  just  raising  the  question  whether  we  could 
use  it  for  any  of  the  expenses  of  the  United  States,  or  just  for  relief 
purposes. 

Mr.  Wood.  That  is  why  we  put  in  that  last  phrase,  Senator  Smith, 
to  make  clear  that  it  would  be  used  for  State  Department  employees 
that  are  administering  this  program.  It  would  cover  that,  at  any  rate. 

Senator  SMrni.  This  differs  primarily  from  Mr.  Hoover's  proposal 
in  that  he  suggested  that  it  be  carried  to  the  credit  of  the  United 
States.  You  are  carrying  it  to  the  credit  of  the  country  concerned. 

Mr.  Wood.  Correct,  sir.  There  are  many  administrative  mechanical 
difficulties  involved  in  actually  putting  it  to  the  credit  of  the  United 
States. 

The  Chairman.  If  it  goes  to  the  credit  of  the  United  States  it  has 
to  go  into  the  general  fund  of  the  Treasury  and  it  has  to  be  reap- 
propriated  by  an  act  of  Congress. 

Mr.  Wood.  That  is  the  understanding  we  have,  sir. 

There  is  one  other  very  important  difference,  just  as  a  matter  of 
being  quite  clear  about  this.  Mr.  Hoover  wished  to  also  reserve  the 
possibility  that  these  funds  might  be  used  or  transferred  out  of  the 
country  if  the  President  found  that  it  would  not  be  harmful  to  the 
country  to  do  so.  We  feel  very  strongly  that  the  likelihood  that  they 
could  be  transferred  out  is  very  slim  indeed,  and  that  the  communistic 
opponents  of  some  of  these  governments  that  are  hanging  precariously 
in  the  balance,  as  in  Italy,  for  example,  would  use  any  such  agreement 
on  the  part  of  the  present  government,  to  allow  a  sort  of  a  blank  check 
to  the  United  States  in  return  for  this  relief,  as  very  effective  propa- 
ganda against  that  government,  so  that  it  seems  to  us  there  is  very 
little  likelihood  that  any  benefit  would  be  gotten  from  it  under  the 
circumstances,  and  for  that  academic  benefit  we  might  considerably 
increase  the  strength  of  the  opposition  against  some  of  these  govern- 
ments in  these  countries. 

Senator  Smith.  I  think,  if  I  understand  Mr.  Hoover's  position  cor- 
rectly, he  thought  that  so  far  as  possible  this  thing  ought  to  be  run 
on  a  business  basis.  If  this  food  is  sold,  the  proceeds  of  the  sale  ought 
to  go  to  an  account  where  the  United  States  ought  to  have  control  of  it. 
Tlic  only  issue  is  whether  it  ought  to  be  in  the  name  of  the  United 
States  or  whether  you  are  going  to  put  that  in  the  name  of  the  coun- 
try in  which  you  are  offering  relief.  Of  course  it  is  not  quite  so  much 
a  business  transaction  in  the  latter  case. 
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I  think  Mr.  Hoover  had  in  mind  that  we  could  and  would  not  want 
to  indicate  that  we  are  going  to  dole  out  relief  indefinitely  without 
expecting  them  to  do  something  on  their  part.  That  is  what  he  had 
in  mind,  and  that  is  why  he  suggested  the  possibility  of  paying  any 
accounts  we  had  within  the  country  out  of  this  fund.  If  we  have  to  pay 
out  salaries  in  their  currency,  why  send  American  dollars  over  and 
have  them  transferred  to  the  other  country,  using  them  there? 

A   BUSINESS   TRANSACTION 

It  is  a  business  transaction.  We  did  it  in  Belgium  in  the  first  World 
War  and  we  sold  all  our  stuff  there,  and  we  kept  a  revolving  fvmd 
there  which  was  ultunately  turned  over  to  the  Belgian  Government 
for  its  educational  program.  He  thinks  we  are  going  too  far  in  giving 
handouts  to  people  without  expecting  them  to  do  anything.  If  these 
governments,  like  Poland  and  the  other  countries,  sell  these  foodstuffs 
we  are  giving,  he  says  there  is  no  reason  why  whatever  is  received  for 
that  should  not  go  to  the  credit  of  the  United  States. 

This,  of  course,  does  not  meet  his  main  point,  that  it  ought  to  be  put 
on  a  business  basis. 

The  Chairman.  I  think  it  does.  I  think  it  virtually  creates  a  revolv- 
ing fund  for  relief  purposes. 

Senator  Smith.  Let  me  read  that  again : 

When  relief  supplies  procured  with  the  funds  authorized  by  this  resolution 
are  sold  for  local  currency  by  the  government  of  any  country  receiving  such 
supplies,  the  amounts  of  such  local  currency  shall  be  deposited  by  that  govern- 
ment in  a  special  account  and  shall  be  used  only  with  the  approval  of  the  duly 
authorized  representative  of  the  United  States  for  relief  and  rehabilitation 
purposes,  including  local  currency  expenses  of  the  United  States  incident  to  the 
furnishing  of  relief. 

I  think  probably  that  will  be  a  little  easier  way  to  handle  it. 
The  Chairman.  I  do  not  think  you  can  handle  it  the  other  way. 

A    REVOLVING   FUND 

Senator  Thomas  of  Utah.  I  think  you  have  to  mention.  Senator 
Vandenberg,  a  revolving  fund  here,  or  else  you  have  to  modify  "spe- 
cial account"  in  some  way,  which  may  be  used  as  a  revolving  fund,  be- 
cause it  is  not  our  Government  that  is  depositing  it,  it  is  another  gov- 
ernment that  is  depositing  it  for  our  benefit,  in  a  special  fund  to  be 
used  by  them  as  we  see  fit. 

What  if  there  is  a  balance  at  the  end  ?  What  if  a  lot  of  things  hap- 
pen ?  I  think  that  you  have  got  to  mention  the  fact  that  that  is  a  revolv- 
ing fund.  It  does  not  read  like  revolving  fund  to  me. 

]\Ir.  Wood.  I  might  point  out,  Senator  Thomas,  that  there  is  no 
lirnit  on  this.  So  long  as  the  funds  are  in  this  account,  whether  the 
relief  program  is  over  or  not,  they  are  still  subject  to  the  control  of  the 
United  States,  and  we  presumably  will  have  an  embassy  there  with 
people  who  can  exercise  the  control  indefijiitely. 

Senator  Thomas  of  Utah.  But  you  may  want  to  use  them  in  antici- 
pation of  more  funds  coming  back,  may  you  not  ?  That  is,  if  it  is  a  re- 
volving fund,  you  have  a  chance  of  buying  another  thousand  tons  of 
sugar  somewhere  with  money  that  is  on  hand  and  using  it  properly, 
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and  3011  expect  to  be  paid  for  it.  Then  tlie  money  comes  back  again. 
The  Chairmax.  Why  can  you  not  do  that  under  this  language? 
Senator  Thomas  of  Utah.  I  do  not  think  you  can.  It  says : 

The  amounts  of  such  local  currency  shall  be  deposited  by  that  government  in 
a  special  account  and  shall  be  used  only  with  the  approval  of  the  duly  authorized 
representatives  of  the  United  States  for  relief  and  rehabilitation  purposes,  in- 
cluding local  currency  expenses  of  the  United  States  incident  to  the  furnishing  of 
relief. 

I  think  that  is  a  single  transaction,  Senator  Vandenberg. 

Senator  White.  Mr.  Chairman,  it  seems  to  me  this  becomes  a  revolv- 
ing fund  or  it  does  not  become  a  revolving  fund  depending  entirely 
upon  the  judgment  and  action  of  our  representative.  If  our  representa- 
tive aj)proves  local  currency  which  is  in  the  special  fund  and  can  be  and 
will  be  used  over  and  over  again,  it  is  in  its  essence  a  revolving  fund. 
But  unless  the  duly  authorized  representative  gives  his  approval  to 
such  an  expenditure,  then  it  is  dead  money  in  a  special  fund  and  is  in 
no  sense  a  revolving  fund.  So  it  seems  to  me  that  what  we  have  done,  we 
have  left  it  to  the  determination  of  this  local  representative,  this  duly 
authorized  representative,  to  make  a  final  determination  as  to  the  char- 
acter of  this  fund. 

The  Chahiman.  I  think  that  is  so. 

Senator  White.  It  may  be  a  revolving  fund  or  it  may  not  be  depend- 
ing wholly  upon  the  judgment  and  determination  of  the  representative. 

a  revolving  fund  for  relief 

The  Chair]\ian.  The  representative  obviously  is  speaking  for  the 
Government  of  the  United  States,  therefore  we  are  reserving  to  the 
Government  of  the  United  States  complete  freedom  of  action,  limited 
only  by  the  fact  that  these  funds  are  going  to  stay  in  the  country  where 
they  were  allocated  and  are  going  to  be  used  for  relief  or  rehabilitation 
subject  to  our  OK.  It  can  be  a  revolving  fund  for  more  relief;  it  can 
build  a  hospital  if  that  is  the  judgment  of  the  Government  of  the  United 
States. 

Senator  White.  I  agree  that  that  is  what  could  be  done  under  this  as 
it  is.  I  was  not  sure  that  that  was  what  we  wanted. 

The  Chairman.  So  long  as  we  reserve  to  the  Government  of  the 
United  States  the  power  of  decision,  unless  we  have  ceased  to  trust  the 
Government  of  the  United  States,  I  would  not  think  there  was  much  to 
worry  about. 

Senator  Thomas  of  Utah.  I  am  afraid  of  the  interpretation  of  your 
terms  when  you  get  started.  I  think  you  ought  to  write  in,  after  "special 
account,"  something  like  this :  "which  may  be  used  as  a  revolving  fund 
for  relief  and  rehabilitation,  under  the  direction  of"  and  continue  with 
your  special  representative. 

BALANCE  BELONGS  TO  THE  UNITED   STATES 

Senator  Smith.  How  would  you  construe  that  hi  this  case :  Say  there 
was  a  balance  left  over  after  those  operations  are  tlirough. 

Senator  Thomas  of  Utali.  Tlie  balance  surely  belongs  to  the  Govern- 
ment of  the  United  States. 
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Senator  Smith.  It  is  going  to  be  in  the  name  of  the  Government  of 
Poland  or  Hungary.  There  is  no  more  relief  necessary.  Could  we  just 
take  it  out  ?  We  could  not  do  that.  The  only  authority  here  is  to  use 
it  for  relief  and  rehabilitation.  You  cannot  spend  it  for  U.S.  purposes 
in  that  country.  You  cannot  spend  it  for  any  of  your  expenses  there. 

Senator  Thomas  of  Utah.  I  think  the  balance  should  be  returned 
to  the  United  States. 

Senator  White.  I  do  not  see  why  you  cannot  say  "and  may  be  used 
with  the  a]:)proval  of  this  special  representative  as  a  revolving  fund.'' 

Senator  Thomas  of  Utah.  That  would  do  it. 

The  way  I  read  it,  and  I  have  read  it  several  times,  Senator  Vanden- 
berg,  it  may  be  interpreted  as  a  single  transaction  which  would  destroy, 
of  course,  the  revolving  fund  effect. 

The  Chairman.  I  certainly  see  the  point  that  when  the  operation  is 
over,  if  in  our  judgment  there  is  a  remaining  balance  which  does  not 
need  to  be  spent  for  relief  or  rehabilitation,  we  ought  to  be  entitled  to 
recapture  it,  ought  we  not  ? 

Mr.  Wood.  That  would  not  be  possible  as  this  is  written. 

The  Chairman.  That  is  correct,  but  should  that  not  be  the  situation  ? 

Senator  Smith.  It  is  our  money.  We  are  putting  it  in  the  name  of 
these  countries  for  convenience. 

The  Chairman.  The  more  I  think  about  it,  I  think  this  Congress 
would  say,  "Well,  listen :  If  this  is  going  to  be  an  indefinite  operation, 
we  would  rather  have  the  right  to  reappropriate  the  money." 

Xow  I  am  getting  back  toward  what  would  happen  under  the 
Hoover  idea,  although  I  quite  agree  that  it  cannot  be  done  the  way 
Hoover  proposes. 

local  needs  great 

Mr.  Wood.  What  we  foresav/,  and  of  course  we  never  can  foresee 
with  absolute  certainty,  was  that  the  local  needs  for  free  distribution 
of  food  that  might  be  bought  entirely,  like  fruits  and  vegetables  in 
season,  and  reconstruction  of  hospitals  and  things  of  that  sort,  are  so 
great,  and  will  continue  so  great,  that  there  is  not  much  question  that 
all  of  the  local  proceeds  of  these  sales  would  be  used  up  in  tliat  m.anner. 

The  Chairman.  I  think  that  is  so,  but  let  us  look  realities  in  the 
eye,  and  contemplate  the  complaint  which  we  confront  on  the  floor 
of  the  Senate,  which  is  that  under  this  language  we  have  kissed  good- 
bye to  the  whole  fund  for  keeps,  except  that  we  retain  the  right  to 
direct  its  expenditure  for  the  benefit  of  others.  Now,  obviously  if 
this  can  be  made  into  a  revolving  fund  for  purposes  of  relief  and 
rehabilitation,  at  our  option,  it  is  a  good  thing,  because  it  multiplies 
the  potentiality  of  the  aid  we  are  appropriating  and  lessens  the  like- 
lihood of  the  need  for  additional  appropriations.  That  is  all  to  the 


good. 


balance  reverts  to  the  tjnited  states 


"Why  not  have  the  alternative,  even  though,  as  you  indicate,  we  might 
never  exercise  it?  IVhy  not  have  the  alternative  that  if  there  is  a 
balance  beyond  our  exercise  of  judgment  in  behalf  of  relief  and  re- 
habilitation, the  balance  reverts  to  the  United  States?  What  harm 
is  there  to  that? 
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Mr.  Wood.  Would  you  put  a  period  of  time  on  that,  do  you  think, 
if  that  were  done? 

The  Chairman.  Yes. 

Mr.  Wood.  What  period  would  you  think  would  be  wise — 2,  3.  5 
years,  something  like  that? 

I  am  thinking  in  terms  of  this:  You  perhaps  might  say  that  if. 
after  such  and  such  a  time,  there  were  an  unspent  balance  in  this 
fund,  the  United  States  may  require  a  transfer  of  this  balance  to  the 
credit  of  the  United  States. 

REVIEW  BY  THE   SENATE 

The  Chairman.  Why  not  do  that  after  2  years?  That  would  bring 
the  matter  back  for  a  review  by  Congress.  What  harm  is  there  in  that  ? 

Mr.  Wood.  I  do  not  see  any,  frankly. 

The  Chairman.  There  is  great  advantage,  certainly,  on  the  floor 
of  the  Senate. 

Senator  Thomas  of  Utah.  There  is  advantage  anyway.  You  do  not 
want  our  money  staying  over  there  to  the  credit  of  somebody  else. 

Mr.  Wood.  You  would  not  make  it  mandatory.  You  would  say 
"may,"  is  that  right  ? 

The  Chairman.  At  the  end  of  2  years,  if  there  is  a  balance,  the 
balance  reverts. 

Mr.  Wood.  You  would  not  think  it  would  be  well  to  say  that  at  the 
end  of  2  years,  if  there  is  a  balance,  the  President  in  his  sole  dis- 
cretion may  require  that  the  balance  revert  to  the  United  States? 

The  Chairman.  No.  I  think  you  have  to  make  the  balance  revert 
at  that  point,  because  Congress  is  highly  critical  of  reapportioned 
funds  which  do  not  pass  in  review  before  Congress  itself.  I  think 
it  is  reasonable  to  give  them  2  years  in  which  to  revolve  the  fund, 
and  it  is  a  fine  argument  against  the  possibility  that  we  might  have 
to  make  another  relief  appropriation  next  year.  I  think  it  is  all  to 
the  good.  But  I  think  that  if  you  were  to  say  that  at  the  end  of  2 
years  the  balance  reverts,  we  would  be  on  very  firm  ground,  and  I 
think  we  could  meet  an  awful  lot  of  criticism. 

Mr.  Wood.  I  think  that  would  probably  be  all  right.  Make  it,  say, 
2  years  from  the  expiration  of  the  appropriation,  or  from  the  time 
the  appropriation  is  made? 

The  Chairman.  I  would  say  from  the  time  the  appropriation  is 
made. 

ONE  POSSIBLE  DIFFICULTY 

IVIr.  Wood.  The  one  difficulty  that  I  foresee — it  may  not  develop — 
suppose  we  were  putting  some  of  this  money  into  a  hospital,  for 
example,  that  required  considerable  time  to  construct.  Could  we. 
perhaps,  provide  that  if  the  money  had  been  obligated  in  such  a 
way,  and  the  work  were  going  forward,  or  something  of  that  sort, 
it  would  not  necessarily  revert,  insofar  as  the  amount  required  to 
finish  that  particular  project. 

The  Chairman.  The  only  trouble  now,  Mr.  Wood,  is  that  you  are 
mixing  the  functions  of  the  bill.  The  bill  says  specifically  that  this 
money  is  for  certain  very  limited  purposes,  and  it  ought  to  be  confined 
to  those  purposes. 
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Senator  Smith.  I  do  not  see  why  you  have  hospitals  in  this  thing. 
This  says  "Food,  medical  supplies,  processed  and  unprocessed  ma- 
terials for  clothing,  fertilizer,  pesticides,  and  seed.*' 

Mr.  Wood,  The  thought  was  that  the  lira  that  we  might  get  in  Italy 
could  be  used  for  the  repair  of  a  hospital  in  Italy.  It  would  not  be  the 
use  of  these  particular  funds  to  buy  a  hospital.  It  would  be  the  use  of 
the  funds  that  are  obtained  in  Italy. 

VIOLATION   OF   CONGRESSIONAL   INTENT 

The  Chairman.  The  more  I  think  about  it,  the  more  I  believe  that 
is  a  violation  of  the  congressional  intent  in  passing  this  act.  We  are 
saying  to  Congress,  "You  can  vote  this  money  with  complete  assurance 
that  it  is  to  be  used  onlv  for  food,"  and  so  forth  and  so  forth.  It  is 
spelled  out  in  this  bill.  Now  let  us  confine  it  to  that  purpose.  Create  a 
revolving  fund  for  2  years  out  of  the  proceeds  of  the  local  currency, 
to  be  used  at  our  discretion  for  those  purposes,  and  at  the  end  of  2 
years  the  balance  reverts,  if  any,  to  the  Treasury  of  the  United  States. 

a   REVOLVING   FUND 

Senator  Thomas  of  Utah.  I  think  I  can  do  both  of  those  things  in 
one  sentence  and  make  a  revolving  fund,  Senator  Vandenberg. 

The  Chairman.  Let  us  hear  it. 

Senator  Thomas  of  Utah.  After  "special  account":  "which  for  2 
years  may  be  used  as  a  revolving  fund  under  the  direction  of  the 
representative  of  the  United  States,  and  then  the  balance  shall  be  re- 
turned, if  any,  to  the  Treasury  of  the  United  States." 

Senator  Smith.  It  will  have  to  be  left  there,  in  the  currency  of  that 
country,  for  U.S.  purposes. 

Senator  Thomas  of  Utah.  I  am  merely  thinking  of  the  objective.  You 
have  to  change  it  into  the  language  that  the  lawyers  like. 

Senator  Lodge.  Does  that  meet  the  chairman's  idea,  which  I  think 
is  a  correct  one,  that  the  use  of  this  revolving  fund  shall  be  limited  to 
the  purposes  of  the  bill  ? 

The  Chairman.  Yes. 

Senator  IvOdge.  I  agree  with  the  chairman,  but  I  question  whether 
Senator  Thomas'  language  does  it. 

a  special  account 

Senator  Thomas  of  Utah.  It  says  here  "in  a  special  account  and  shall 
be  used  only  with  the  approval  of  the  duly  authorized  representative 
of  the  United  States  for  relief  and  rehabilitation  purposes  *  *  *" 

Senator  Smith.  I  think  you  have  to  leave  out  the  words  "and  re- 
habilitation." 

Senator  Hatch.  Why  not  say  "for  the  purposes  specified  in  this 

Senator  Lodge.  With  the  revolving  fund  limited  to  the  same  pur- 
poses. 

The  Chairman,  That  is  right,  absolutely. 

Mr.  Wood.  Mr.  Chairman,  could  I,  at  the  risk  of  presuming  on  your 
time,  discuss  this  just  a  little  bit  further? 

The  Chairman.  Yes. 
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PURPOSE    OF    THE    BILL 

Mr.  Wood.  The.  main  purpose  of  this  bill,  of  course,  is  to  furnish  the 
type  of  goods  which  this  country  itself  cannot  buy  with  its  own  local 
currency,  to  which  it  would  have  to  devote  its  scarce  foreign  exchange. 
Now.  it  is  true  that  at  certain  seasons  of  the  year  there  are  certain 
foods  in  surplus.  Our  Army  found  that  in  its  occupation.  They  were 
able  to  buy  fruits  and  vegetables  and  things  of  that  sort,  and  there 
were  local  surpluses  here  and  there. 

A  PERMANENT    MONUMENT 

It  seems  to  me  if  Ave  limit  this  now  to  the  purposes  of  this  bill, 
actually  with  the  local  currency  in  Italy  and  some  of  these  other 
eountries,  there  is  not  much  in  the  way  of  food,  seed,  fertilizer,  pesti- 
cides and  so  on  that  can  be  bought  with  these  local  funds,  and  I  see 
the  problem,  and  I  may  be  all  wrong,  but  I  personally  would  hate 
to  forgo  the  long-range  benefit  to  the  United  States  that  v.ould  be 
involved  in  somewhat  more  permanent  monuments  to  the  generosity 
of  our  people  that  could  be  performed  with  local  labor  and  local  sup- 
plies in  these  countries — things  which  they  badly  need. 

The  Chairman.  If  I  may  interrupt  you,  your  idea  is,  INIr.  Wood, 
that  you  are  transferring  the  legislative  function  to  the  representative 
of  the  United  States,  because  the  legislature  has  said,  "This  money 
is  for  food  and  so  forth,  period."  You  are  now  saying  that  it  means 
something  more  tlian  that,  ultimatel}',  entirely  outside  of  the  congres- 
sional directive. 

^Ir.  Wood.  The  Congress,  of  course,  could  make  that  directive  as  to 
the  extension  of  the  activities  under  this  thing  apply  only  to  the  local 
currency,  not  as  it  applied  to  dollars,  which  I  would  think  might  be  a 
reasonable  distinction  to  make  in  the  light  of  the  facts  of  the  case. 
I  would  foresee  considerable  difficulty  in  spending  the  local  currency 
proceeds  effectively  if  it  were  limited  to  the  items  for  which  the 
Congress  vcould  authorize  the  expenditure  of  dollars. 

The  Chairman.  I  see  your  point  completely'.  Yet  I  also  see  my  own. 

Senator  Lodge.  Cannot  Mr.  Wood's  point  be  worded  and  phrased  so 
as  to  let  the  Congress  vote  on  it  and  legislate  on  it  ? 

The  Chairman.  You  mean  when  the  time  comes  ? 

Senator  Lodge.  Put  it  in  the  bill  now,  that  if  there  is  a  situation 
in  which  a  lot  of  local  labor  is  available  and  local  materials  are  avail- 
able, this  revolving  fund  can  be  used  to  take  advantage  of  that  situa- 
tion, or  something  like  that. 

CHANGE  FROM  RELIEF  TO  REHABILITATION 

The  Chairman.  The  difficulty  is  that  you  have  then  transferred  the 
bill  from  relief  into  rehabilitation. 

Senator  Lodge.  That  is  right,l)ut  you  will  confront  the  Senate  with 
that  and  they  will  vote  on  it  frankly,  with  their  eyes  open. 

Senator  Smith.  And  you  may  lose  the  Avhole  bill. 

Mr.  Wood.  It  would  be  only  insofar  as  the  local  currency  can  be 
used.  It  is  a  very  important  point  that  j'ou  cannot  buy  a  lot  of  this 
stuff.  Some  of  you  gentlemen  have  been  over  there.  I  kiiow  I  have.  If 
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you  could  use  some  of  the  laboi-ers  with  picks  and  shovels  to  go  out 
and  work  on  the  roads 

Senator  Lodge.  Look  what  we  did  with  the  Italian  prisoners  in  North 
Africa.  It  is  stupendous,  the  amount  of  good  you  can  do  with  all 
that  local  labor  if  you  just  feed  them.  You  can  use  the  local  rocks,  and 
the  labor  is  there. 

Mr.  Wood.  It  costs  no  more  dollars,  gentlemen.  It  just  costs  lira. 

Of  course,  I  see  your  problem,  Senator.  Naturally  I  also  am  perhaps 
biased  in  favor  of  wanting  to  do  the  most  good  for  the  purposes  for 
which  we  are  originally  starting  to  do  this  thing  with  the  proceeds. 
I  am  not  judge  as  to  what  will  be  palatable  with  the  Congress.  I  think 
I  am  a  fair  judge  of  what  would  be  best  for  the  accomplishment  of  the 
long-range  purposes  we  are  talking  about,  and  I  am  sure  it  would  con- 
tribute to  those  purposes  if  you  could  use  the  local  currency,  not  the 
dollars,  for  repairing  roads  and  putting  a  roof  on  the  house. 

LONG   RANGE    OBJECTIVES    AND   THE    CONGRESS 

Senator  White.  The  difficulty  is  that  you  are  thinking  about  a 
long-range  objective.  That  is  all  right,  and  it  is  something  about  which 
we  should  think.  But  we  have  something  that  is  a  good  deal  nearer,  a 
good  deal  more  immediate,  and  a  good  deal  more  difficult  to  me,  and 
that  is  the  immediate  problem  of  getting  by  the  Congress  of  the  United 
States  the  authorization  for  these  appropriations  even  for  limited 
means,  and  it  just  seems  to  me  I  am  completely  in  sympathy  wnth 
what  the  chairman  of  the  committee  has  said  about  the  situation.  I 
do  not  minimize  a  long-range  objective,  but  I  will  say  you  have  to  do 
first  things  first,  and  you  have  to  get  this  appropriation  first. 

LIRA   CREDITS   IN   ITALY 

The  Chairman.  The  point  Mr.  Wood  makes  I  see  very  clearly,  and 
it  is  this :  We  v- ill  say  that  we  have  got  a  billion  lira  to  our  credit  in 
Italy  as  a  result  of  the  recapture  of  these  funds.  Now,  what  do  we  do 
with  the  billion  lira  ?  If  all  you  can  do  is  buy  fertilizer  and  food  and  so 
forth,  as  defined  in  this  bill,  you  probably  cannot  spend  5  percent  of 
the  fund  because  you  cannot  get  those  things  with  local  currency. 
You  have  to  get  them  with  exchange.  I  do  not  know  how  you  could 
even  transfer  the  balance  to  the  Treasury  of  the  United  States. 

Dr.  Wilcox.  You  have  $148  million  going  to  Italy.  Yv^liat  propor- 
tion of  that  would  be  used  up  ?  How  much  of  that  would  be  paid  back  ? 
Hov/  much  would  be  in  balance  in  Italy  ?  Could  they  pay  it  back  to  the 
United  States  ? 

Mr.  Wood.  Only  in  lira.  You  could  not  transfer  it  in  dollars. 

Senator  Smith.  If  you  had  it  there  in  Italy,  we  are  going  to  have 
expenses  in  Italy.  Could  we  not  use  the  lira  to  take  care  of  those? 
That  is  the  theory  of  the  original  proposal.  I  think  we  are  making 
a  mistake  in  not  using  these  funds  for  our  expenses  if  we  have  to. 

Mr.  Wood.  But  if  we  are  confined  to  the  use  of  those  lira  for  the 
items  specified  in  the  bill  here,  then  you  just  cannot  use  them.  You 
could  not  under  those  circumstances. 

Senator  Lodge.  Senator  Smith  m.akes  the  point  that  they  are  still 
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Amorican  funds,  and  we  can  use  them  for  the  expenses  of  the  Govern- 
ment. 

Senator  Smith.  If  they  come  back  to  the  Treasury  they  are  our 
money  at  that  point,  and  we  can  use  them  for  any  of  our  expenses 
that  we  Avant  to. 

Mr.  Wood.  Obviously,  and  they  revert,  in  line  with  the  discussion 
that  we  have  had  here,  and  they  could  be  used  for  any  purposes  within 
the  country  that  the  United  States  decided  to  use  them  for.  The  ques- 
tion arises  whether  we  do  want  to  make  it  impossible  to  use  these 
funds  for  the  hiring  of  labor  to  repair  roads,  for  the  building  of  a  wing 
on  a  hospital,  and  things  of  that  sort,  or  for  an  educational  program, 
Senator  Smith,  such  as  you  mentioned  in  Belgium. 

Senator  Lodge.  Let  me  ask  you  something  in  connection  with  Sen- 
ator White's  remark  that  this  is  a  long-range  view  you  are  taking. 
I  do  not  think  it  is  such  a  long-range  view.  You  go  to  Italy  today, 
and  the  thing  that  impresses  you  and  comes  right  up  and  hits  you  in 
the  face  is  the  teeming  population  in  that  country.  It  is  so  thick  all 
over  the  place  you  can  hardly  get  through  it.  They  have  practically 
ho  natural  resources,  but  they  have  this  enormous  floating,  idle,  rest- 
less population,  and  by  giving  these  people  something  to  do  you  kill 
two  birds  with  one  stone,  and  it  is  the  only  thing  they  have.  They 
have  nothing  except  people. 

Mr.  Wood.  I  wonder,  gentleman,  if  it  might  be  possible  to  meet 
the  objection,  which  is  a  very  real  one  I  recognize,  in  part  by  per- 
haps emphasizing  that  these  funds  shall  be  used  for  items  specified 
in  the  bill  to  the  extent  that  they  can  profitably  and  usefully  so  be 
used ;  and  thereafter,  as  a  secondary  thing,  they  may  be  used  for  other 
relief  and  rehabilitation  purposes. 

THE    WORD    "rehabilitation" 

The  Chairman.  I  do  not  like  to  get  the  word  "rehabilitation"  in 
this  bill  at  all.  I  think  that  is  the  heart  and  core  of  the  whole  con- 
gressional controversy.  We  are  being  asked  once  a  week  to  vote  for 
some  kind  of  appropriation  bill  to  send  money  abroad,  and  I  think 
we  have  reached  a  point  where  Congress  is  going  to  insist,  and  I  am 
very  sympathetic  with  its  attitude,  that  from  here  out  we  are  going 
to  control  from  Congress  the  use  that  is  made  of  our  foreign  funds. 
I  think  there  is  every  argument  in  the  world  for  the  use  of  these  funds 
as  a  revolving  fund  for  relief  purposes.  That  is  strictly  within  the 
purview  of  the  bill  and  the  directive  of  the  Congress,  and  we  know 
exactly  what  you  are  spending  it  for  and  it  conforms  with  our  point 
of  view  if  these  funds  can  be  used  three  times  instead  of  once  for  relief. 
That  is  all  to  the  good,  and  within  the  congressional  directive.  But 
the  moment  you  step  outside  of  that  directive  you  have  sublet  to  the 
Executive  Department  the  right  to  divert  to  other  purposes  funds 
which  Congress  has  specifically  appropriated  for  identified  projects, 
and  I  just  do  not  believe  you  can  get  by  with  it. 

On  the  other  hand,  I  think  we  can  find  a  way  to  sew  this  thing  up. 
I  think  it  is  the  heart  and  center  and  core  of  this  whole  controversy, 
and  I  do  not  think  there  is  an  argument  left  against  this  bill  if  it  can 
be  done  in  some  way. 
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On  tlie  other  hand,  I  freely  and  fully  recognize  your  point  that 
since  this  is  in  local  currency,  and  local  currency  is  available  to  spend 
only  in  very  limited  functions,  you  may  be  merely  creating  a  sterile 
fund.  But  if  it  is  sterile,  I  think  Congress  ought  to  have  a  right  to 
sav  vv'hat  you  do  with  it. 

"Senator  Smith.  Why  can  you  not  proceed,  then,  with  the  provision 
that  after  this  2-year  period  you  are  talking  about,  any  balances  go  to 
the  credit  of  the  United  States  in  such  manner  as  the  Congress  of  the 
United  States  shall  direct  ? 

Senator  Hatch.  That  is  all  right  after  the  2-years,  but  what  about 
during  the  2-year  period  ? 

Senator  Smith.  During  the  2  years  you  will  use  it  as  a  revolving 
fund  for  these  purposes  only.  If  it  is  not  used  for  that,  it  accumulates. 

Senator  Lodge.  Supposing  you  said  it  would  be  used  as  a  revolving 
fund  to  repair  roads. 

The  Chairman.  Then  I  think  you  are  off  at  a  tangent. 

Senator  Thomas  of  Utah,  "(b)"  on  page  2  of  the  bill  says  "funds 
appropriated  pursuant  thereto  may  be  used  to  pay  necessary  expenses 
related  to  the  providing  of  such  relief  assistance,  including  expenses 
of  or  incident  to  the  procurement,  storage,  transportation,  and  ship- 
ments of  supplies  transferred  under  subsection  (a)  or  of  supplies  pur- 
chased from  credits  established  under  subsection  (a) ." 

Senator  Lodge.  Do  you  think  that  includes  the  repair  of  roads  ? 

Senator  Thomas  of  Utah.  Yes. 

The  Chairman.  "Incident  to  the  procurement,  storage,  transporta- 
tion, and  shipment  of  supplies  transferred  under  subsection  (a)  or  of 
supplies  purchased  from  credits  established  under  subsection  (a)." 

Mr.  Wood.  That  refers  only  to  the  relief  supplies  bought  with  the 
dollars. 

Senator  Smith.  That  means  the  delivery  of  those  supplies. 

Senator  Thomas  of  Utah.  You  have  to  have  a  storehouse  for  them, 
and  you  put  your  men  to  work  providing  that  storehouse. 

Senator  Lodge.  Suppose  you  said  it  is  a  revolving  fund  to  be  used 
to  repair  roads,  and  put  it  in  the  bill  ? 

mixing  rehabilitation  with  relief 

The  Chairman.  I  do  not  think  you  should,  because  then  you  have 
mixed  rehabilitation  with  relief  and  you  are  off  to  another  argument. 
I  think  if  we  want  to  build  roads  in  Italy  it  should  be  in  another  bill, 
and  not  this  one.  I  think  you  have  to  keep  this  clean  cut. 

Now,  with  that  objective  in  mind,  what  is  wrong  with  saying  that 
this  local  currency  goes  into  a  fund  to  the  credit  of  the  local  govern- 
ment under  the  supervision  and  direction  of  the  United  States,  to  be 
used  as  a  revolving  fund  for  the  purposes  described  in  this  bill,  what- 
ever they  are.  If  there  is  any  latitude,  all  right.  Then,  for  2  years,  at 
the  end  of  which  time  the  balance  shall  revert  to  the  credit  of  the 
United  States  for  such  disposition  as  the  Government  of  the  L^nited 
States  may  indicate.  At  the  end  of  2  years,  if  you  want  to  build  some 
hospitals,  all  right.  We  will  say  so  in  a  bill.  But  we  are  not  going  to  let 
Col.  Joe  Doakes,  who  becomes  our  administrator  over  there,  substitute 
his  judgment  for  the  judgment  of  Congress  respecting  the  use  of  funds 
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which  we  are  specifically  saying  to  Congress — and  I  have  noticed  that 
it  has  been  said  time  and  time  again  on  the  floor  of  the  Senate — are  for 
just  these  limited  purposes. 

Now,  if  you  leave  any  back  doors  or  side  doors  on  those  limited 
purposes,  knowing  my  Senate  as  I  do  I  think  you  are  in  trouble,  and 
I  should  think  that  was  wholly  in  keeping  with  the  si)irit  of  this  bill. 
Why  is  it  not? 

Mr.  Wood.  It  is  certainly  in  keeping  with  it.  It  does  very  severely 
limit  the  net  good  that  can  be  done  under  this  bill,  Senator.  I  would 
not  be  honest  with  you  if  I  did  not  say  so. 

The  Chairman.  I  think  that  is  absolutely  true,  and  I  think  you  can 
just  state  it  as  badly  as  that  so  far  as  the  congressional  purpose  is  con- 
cerned. They  want  to  limit  the  use  of  funds  to  purposes  that  are  ap- 
proved by  Congress.  Now,  if  you  are  going  to  do  the  other  things  you 
have  to  do  what  Senator  Lodge  says.  You  have  to  say  it.  And  if  you 
say  it — good  night. 

Senator  Smith.  I  do  not  think  you  will  get  the  bill  through. 

Senator  Lodge.  It  is  not  a  thing  to  pussyfoot  through. 

The  Chairman.  No,  sir.  It  has  to  be  clean  cut. 

Senator  Lodge.  But  Mr.  Wood  is  right  about  using  that  enormous 
labor  supply  over  there. 

The  Chairman.  He  is  also  right  about  the  fact  that  you  cannot  use 
this  local  currency,  or  more  than  5  percent  of  it,  for  the  purposes  out- 
lined in  this  bill,  so  the  net  result  is  that  we  are  going  to  create  a  balance 
in  local  currency  2  years  hence.  But,  Mr.  Wood,  2  years  hence,  if  Con- 
gress wants  to  do  the  things  you  are  talking  about  it,  it  can  do  so. 

Senator  Hatch.  Do  you  not  suppose  that  with  this  provision  in  there 
they  will  find  a  way  to  avoid  that  by  giving  the  supplies  instead  of 
selling  them,  and  that  no  fund  will  ever  be  created  ? 

The  Chairman.  I  do  not  think  so,  if  all  of  these  supervisory  pro- 
visions in  this  bill  are  worth  the  paper  they  are  written  on,  because 
we  are  sure  writing  a  ticket  here  where  they  have  to  do  business  our 
way. 

Mr.  Wood.  Senator,  could  I  ask  another  question  ? 

The  Chairman.  You  can  ask  anything  you  want. 

funds  to  stimulate  production 

Mr.  Wood.  Would  it  perhaps  be  palatable  to  provide  that  these 
funds  could  be  used  not  only  for  the  purchase  of,  but  for  the  produc- 
tion or  the  stimulation  of  the  production  within  the  country  of  the 
goods  provided? 

The  Chairiman.  I  do  not  think  jou  will  find  any  objection  to  that. 

Mr.  Wood.  That  would  not  be  as  good  from  the  standpoint  j^urely 
of  the  effectiveness. 

Senator  Hatch.  If  you  limited  it  to  production,  what  would  you 
mean  ? 

Mr.  Wood.  For  example  it  might  be  used,  I  suppose,  for  the  produc- 
tion in  certain  institutions  of,  let  us  say,  clothing.  You  might  take  some 
of  the  poorhouses  where  in  some  of  these  countries  they  send  in  mate- 
rials and  let  the  people  vrork  on  clothing,  to  pay  for  that  purpose.  It 
might  be  used  for  farm  labor  on  State  land,  or  something  of  that  sort. 
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It  is  just  a  thought  that  occurred  to  me.  I  am  like  a  fox  in  a  cage  here, 
trying  to  find  a  way  out. 

The  Chairman.  Especially  like  a  fox !  I  have  not  sensed  the  cage 
yet. 

Senator  White.  As  you  stated  it,  it  might  be  used  for  the  building 
of  factories  and  production  of  motor  trucks  and  plows  and  what  not. 

Mr.  Wood.  We  are  not  providing  any  agricultural  equipment  or 
motor  trucks  at  all. 

The  Chairman,  No,  but  under  your  language  you  could  build  a  fac- 
tory to  make  macaroni. 

Mr.  Wood.  Yes. 

Senator  Hatch.  I  think  you  are  giving  "production"  an  awfully 
wide  interpretation.  That  is  manufacture;  that  is  not  production. 

Senator  Wiley.  You  can  hire. 

Senator  SariTii.  I  think  this  suggestion  is  a  sound  one.  Vv^e  ought  to 
get  the  surplus  for  2  years  to  our  credit.  That  is  one  thing.  There  may 
be  appeals  then.  I  do  not  anticipate  enormous  surpluses  out  of  this.  I 
do  not  think  there  will  be  any  amount  that  will  be  embarrassing. 

NEED   FOR   WroE   LATITUDE 

Mr.  Wood.  They  will  sell  a  lot.  Money  is  the  cheapest  thing  in  many 
of  these  countries.  Many,  many  people  have  money.  I  quite  agree  that 
this  stuff  should  be  sold.  Sixty,  70,  or  80  percent  of  the  people  that 
need  this  stuff  can  pay  for  it  in  local  currency.  You  will  have  very  sub- 
stantial proceeds  of  sale.  There  is  no  question  of  that.  And,  as  I  say, 
I  just  cannot  make  a  judgment  on  this  question  of  what  will  be 
palatable.  I  hope  we  can  get  as  wide  a  latitude  within  any  reason  to 
make  the  most  effective  use  of  the  local  proceeds. 

After  all,  \ie  are  doing  this,  as  I  see  it,  for,  first,  the  reason  that 
we  want  to  prevent  suffering  and  hardship,  and  second,  to  do  what 
we  can  further  to  allow  these  people  to  get  to  the  point  where  they 
can  at  least  supply  the  basic  necessities  of  life  for  themselves,  which 
include  just  the  whole  gamut  of  those  things,  such  as  transportation, 
hospital  care,  and  everything  else  that  goes  into  the  modern  life  of 
the  people.  And  I  would  hate  to  see  it  severely  limited.  I  can  see 
tremendous  possibilities  for  advancing  the  wellbeing  on  the  basic 
essentials  of  life  of  these  people  if  we  could  use  the  local  currency 
proceeds  for  these  purposes  of  rehabilitation. 

I  recognize,  Senator  Vandenberg,  that  the  word  "rehabilitation" 
or  "reconstruction"  has  a  very  sour  connotation  these  days,  and  that 
the  chief  appeal  of  this  bill  is  relief.  Yet  I  think  one  of  the  difficulties 
with  some  of  the  suggestions  that  ^Ir.  Hoover  made,  if  I  may  humbly 
say  so,  is  that  he  is  thinking  only  there  in  terms  of  feeding  people 
until  a  harvest.  Well,  that  obviously  is  the  most  basic  thing.  But 
there  is  also  the  question,  and  the  House  debate  brought  it  out  again, 
of  those  other  things  that  a  country  must  acquire  and  import  if  living 
is  to  go  on.  It  is  of  no  use  to  feed  people  if  they  cannot  keep  some  of 
their  factories  going,  if  their  railroads  are  not  running,  and  therefore 
some  of  their  foreign  exchange  ought  to  be  available  to  buy  essential 
repair  parts.  That  is  one  of  the  reasons  we  say,  let  us  put  this  in  and 
let  them  use  their  only  resources  to  buy  some  of  the  things  without 
which  life  cannot  go  forward. 
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Tho  Chairman.  And  yet,  in  the  first  sentence  of  your  bill  you 
invite  Congress  to  say  to  you  that  you  can  use  this  assistance,  limited 
only  to  food,  medical  supplies,  processed  and  unprocessed  materials 
for  clothing,  fuel,  fertilizer,  pesticides  and  seed — period.  That  is  the 
contract  that  you  are  asking  Congress  to  sign. 

Senator  Smith.  Mr.  Wood,  what  Mr.  Hoover  is  driving  at  is  what 
we  did  in  Belgium.  We  did  not  just  have  an  open  resei-voir  to  dip  into 
all  the  time.  They  paid  their  way.  That  thing  was  a  business  proposi- 
tion and  we  wound  up  with  an  enormous  amoimt  of  money  to  the 
credit  of  the  commission  in  Belgium.  What  did  we  do?  We  turned  it 
over  to  the  Belgian  Government  for  the  educational  program. 

At  the  moment  I  think  you  should  limit  this  thing  as  the  bill  states, 
and  at  the  end  of  2  years  ask,  "What  shall  we  do?" 

A   BUSINESS   PROPOSITION 

I  do  not  think  it  is  right  to  give  discretion  to  every  local  authority 
representing  us.  I  would  make  it  a  business  proposition  on  that  basis. 
We  are  doing  a  wonderful  job  with  that.  If  we  have  credits  left,  use 
them  for  the  purposes  we  did  in  Belgium.  One  of  the  greatest  monu- 
ments ever  put  up  is  that  international  exchange  of  students.  Let  us 
get  the  credit  for  establishing  those  things  after  this  operation  is 
completed.  I  think  it  would  be  much  better  than  to  leave  it  to  the 
discretion  of  someone  to  build  a  little  out  here  and  a  little  out  there. 

As  much  as  I  want  to  see  done  what  Senator  Lodge  is  talking  about, 
even  then  you  might  have  a  project  which  would  be  a  most  important 
thing  to  do,  to  employ  people  to  build  roads,  but  let  us  do  it  then. 

Senator  Lodge.  You  believe  in  doing  it  separately  ? 

Senator  Smith.  I  would  do  it  separately.  I  would  say,  "Here  is  a 
balance  of  so  much  money.  Let  the  Congress  and  the  President  decide 
what  best  to  do  with  that  as  an  enduring  monument." 

■WHAT   IS   bothering   THE    AMERICAN    PEOPLE 

Senator  Lodge.  I  think  Mr.  Wood  ought  to  realize  this — maybe  he 
does — that  this  committee,  I  think,  is  better  informed,  and  much  more 
informed,  on  what  you  want  to  do.  You  may  think  you  are  having  a 
hard  time  here.  It  is  nothing  to  what  you  would  have  if  you  got  before 
the  whole  Senate,  and  there  are  a  great  many  things  bothering  the 
Members  right  now  about  these  foreign  credits.  There  are  a  great 
many  things  that  are  bothering  a  lot  of  American  citizens,  and  that 
is  reflected,  of  course,  in  their  elected  representatives.  I  know  where  I 
come  from  that  people  are  still  tremendously  bothered  by  the  idea 
that  these  funds,  American  generosity,  are  going  to  be  used  directly 
or  indirectly  to  support  doctrines  or  people  that  are  hateful  to  us.  I 
think  a  lot  of  them  are  bothered  by  it.  They  are  bothered  by  the  idea 
that  they  are  helping  Russia.  They  are  bothered  by  the  idea  that  we 
were  helping  the  Yugoslavs  at  the  time  they  were  shooting  down  our 
aviators. 

I  tried  to  get  some  language  in  the  Greco-Turkish  bill  unsuccess- 
fully, and  I  think  I  ought  to  try  to  do  it  here,  because  I  find  no  words 
in  here  at  all  that  say  that  these  funds  shall  not  be  used  to  promote 
a)iy  ]nuposcs  that  are  hateful  or  hostile  to  the  United  States.  I  cannot 
find  them  in  here. 
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Mr.  Wood.  I  do  not  know  that  the  words  are  in  here. 

The  Chairman.  That  is  a  problem  that  I  want  to  raise  a  little  later. 
Let  us  come  to  that  in  a  minute.  Let  us  see  if  we  can  get  this  one  out  of 
the  way,  because  I  think  this  is  really  the  core  of  the  whole  business 
and  I  think  Mr.  Wood,  that  you  have  to  put  your  fox  back  in  his 

cage. 

Senator  Wiley.  Mr.  Chairman,  may  I  say  my  5  cents'  worth  ? 

The  Chairmax.  Yes ;  10  cents'  worth. 

Senator  AViLEY.  I  can  have  a  nickel's  worth,  too. 

I  am  very  sympathetic  toward  what  Mr.  Wood  said.  After  listening 
to  jNIr.  Hoover  and  others,  I  feel  that  this  overall  picture,  as  we  view 
Europe,  is  one  where  the  amount  that  is  needed  almost  staggers  our 
imagination. 

A   DROP  IN"   THE   BUCKET 

In  reference  to  Italy,  say,  I  am  heartily  in  agreement  with  what 
the  chairman  and  Senator  Smith  say,  that  the  intent  of  this  bill  is 
only  that  it  is  to  be  a  palliative.  The  amount  that  is  needed  is  so  tre- 
mendously more  than  this  that  we  have  to  admit — and  let  us  not  fool 
ourselves — that  if  we  are  going  to  carry  on,  this  is  just  a  drop  in  the 
bucket. 

Now  I  come  to  this  question  of  reconstruction  and  rehabilitation. 
I  think  there  should  be  a  movement  in  America  that  the  Americans  of 
Italian  descent  should  undertake  the  rehabilitation  of  Italy,  or  part 
of  it.  They  come  over  here,  and  we  have  a  number  of  millionaires 
and  multimillionaires.  It  should  not  be  a  public  charge  on  America. 
I  believe  that  this  thing  should  be  sold  to  them.  They  should  go  over 
there,  if  they  are  interested  in  the  fatherland  as  they  say  they  are, 
and  let  them  provide  the  means  for  employing  this  labor,  Senator, 
that  you  are  speaking  about,  and  they  can  get  it  cheap.  Let  them  take 
individual  factories  and  build  them  up.  But  let  us  not  so  overload 
America.  As  Bernard  Baruch  said,  we  had  better  take  an  inventory 
of  our  own  resources  and  our  own  ability  before  we  undermine  our 
own  house.  After  all,  the  hope  of  the  world  is  an  economically  sound 
America.  We  know  that  in  these  other  countries,  when  they  have  a 
haywire  economy  then  communism  comes  in.  Then  men's  minds  go 
berserk  and  they  do  not  think. 

A   SHOT   IN  THE   ARM 

I  feel  this  is  just  a  shot  in  the  arm.  Let  us  call  it  a  shot  in  the  arm. 
Primarily  it  is  for  this  foodstuff,  and  I  am  willing  to  follow  through 
with  the  idea  of  Senator  Smith  and  the  chairman.  Furthermore,  I  am 
willing  to  say  that  when  you  accumulate  these  lire,  at  the  end  of  2 
years  if,  then,  as  the  facts  appear,  the  lire  are  no  good  in  America 
but  they  would  be  some  good  over  there,  we  could  just  then  utilize 
that  residuumi  for  whatever  purpose  we  think  is  best,  and  consider 
this,  as  we  certainly  must,  as  an  outright  gift. 

What  we  are  doing,  we  are  taking  a  situation  so  tremendously  bad 
and  sustaining  life  so  that  perhaps  some  new  thought  can  come  and 
get  into  those  people  over  there  where  they  will  go  to  work  and  will 
produce. 

Yesterday  on  the  floor  of  the  Senate,  when  we  had  this  argument  in 
relation  to  nitrogen  and  fertilizer,  which  President  Hoover  also 
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brought  up,  and  which  is  apparently  under  a  question  of  order,  the 
amendment  suggested  was  ruled  out.  I  think,  as  I  said  then  on  the  floor 
of  the  Senate,  that  that  is  a  matter  that  must  receive  immediate  con- 
sideration. We  are  talking  about  feeding  Europe  and  we  are  destroy- 
ing the  factories  that  will  produce  the  very  food  in  Germany  and 
elsewhere  with  nitrogen  and  fertilizer,  and  we  are  stripping  our  own 
land  of  what  we  need. 

Now,  it  is  all  right  to  do  things  piecemeal,  but  there  should  be  aji 
overall  program  or  plan  so  that  we  fit  each  piece  into  this  plan,  and  I 
think,  right  along  this  same  line,  that  we  have  to  see  that  we  are  shoot- 
ing $300  million  over  there  to  feed  these  people,  and  at  the  same  time 
are  destroying  the  factories  that  would  produce  the  nitrogen  or  the 
fertilizer  so  they  can  feed  themselves.  We  are  just  doing  a  damned  fool 
thing,  and  I  know  it  is  put  in  the  record.  I  think  it  is  very  relevant. 
I  think  it  is  most  important,  Mr.  Chairman,  that  you  and  some  of  the 
leaders  in  the  Senate,  who  are  recognized  as  such,  take  hold  of  that 
thing,  because  it  will  save  us  millions  and  it  will  put  into  production 
thousands  and  tens  of  thousands  of  acres  of  land  that  are  now  produc- 
ing nothing  in  Europe. 

That  is  my  5  cents'  worth. 

The  Chairman.  Thank  you.  Senator. 

REVIEW  BY  CONGRESS 

Mr.  Wood,  would  it  not  be  better  for  your  purposes,  assuming  that 
we  are  going  to  do  what  we  are  talking  about,  to  have  this  subject 
reviewed  by  Congress  at  the  end  of  the  next  fiscal  year,  instead  of  this 
provision  for  waiting  2  years  ? 

Mr.  Wood.  In  some  respects,  probabh'  yes. 

The  Chairman.  Suppose  we  do  these  things : 

1.  Revenue,  currency,  from  the  sale  of  these  supplies  shall  go  into 
a  special  account  under  the  control  of  the  Government  of  the  United 
States. 

2.  These  local  currency  funds  can  be  used  as  a  revolving  fund  for  the 
purposes  defined  in  this  act. 

3.  The  disposition  of  any  balance  in  local  currency  at  the  end  of  the 
next  fiscal  year  shall  be  determined  by  Congress. 

Mr.  Wood.  In  other  words,  the  Congress  could  then  act  to  require 
tliat  it  be  transferred  to  the  credit  of  the  United  States  or  it  could  pro- 
vide for  rehabilitation. 

The  Chairman.  That  is  right. 

The  situation  you  then  confront  is  that  at  the  end  of  the  next  fiscal 
year  you  report  to  Congress  that  you  have  a  billion  lire  on  deposit  in 
Rome  and  you  have  used  all  of  it  you  can  for  relief  and  rehabilitation. 
Perhaps  you  arc  coming  in  at  that  time  with  another  relief  bill.  You 
probably  are.  And,  if  so,  then  Congress  can  reappropriate  those  lire 
which  are  under  our  control,  to  continuing  relief. 

Or,  if  at  that  time  the  needs  are  totally  different  and  there  is  no  way 
to  utilize  the  lire  by  transfer  to  us,  we  can  decide  for  ourselves  if  we 
want  to  build  vour  hos})itals  or  Senator  Lodge's  roads  or  anytliing 
else.  And  I  think  we  have  a  right  to  make  that  decision. 

Mr.  Wood.  I  think  in  some  respects  it  would  be  better  to  shorten  the 
period,  since  that  would  make  it  possible,  under  those  circumstances, 
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to  start  some  of  these  rehabilitation  projects  with  these  lire  a  year 
earlier  than  would  otherwise  be  the  case. 

Senator  Wiley.  Send  the  Italians  back  to  rehabilitate. 

THE  6 -PERCENT  LIMITATION 

Senator  EUtch.  I  was  late.  Was  it  decided  to  use  the  6-percent 
limitation  ? 

Senator  Smith.  Yes. 

Senator  Hatch.  Tliat  has  been  agreed  to  ? 

TRANSFER  CREDITS   TO  THE  UNITED  STATES 

Mr.  Wood.  Why  do  we  not  again  try  to  see  what  we  can  draft  up  along 
those  lines  ?  It  might  be  necessary,  for  example,  to  provide  not  only 
that  it  shall  be  subject  to  the  United  States,  but  to  put  them  on  notice 
that  the  United  States  might  require  the  transfer  to  the  credit  of  the 
United  States,  for  example. 

Senator  Smith.  Let  me  get  clear  in  my  mind  one  thing.  The  way  the 
chairman  stated  that,  I  do  not  see  what  more  legislative  authority  you 
would  need  if  you  would  put  the  account  right  to  the  credit  of  the 
United  States  in  Italy,  rather  than  to  the  credit  of  Italy.  We  can  do 
that  by  legislative  action,  and  authorize  our  representative  there  to 
use  this  as  a  revolving  fund,  as  the  chairman  said. 

Mr.  Wood.  The  problem  is  that  if  it  went  immediately  to  the  credit 
of  the  United  States,  you  would  have  our  whole  budgetary  procedure 
here,  and  the  requirement  of  the  appropriation  of  specific  amounts,  to 
face.  The  General  Accounting  Office  would  get  into  it,  and  so  on. 

Senator  Smith.  Would  they  if  it  was  provided  as  Senator  Vanden- 
berg  suggested  ?  We  are  not  dumping  it  into  the  general  funds  of  the 
United  States,  we  are  dumping  it  into  a  special  purpose  under  this 
specific  act,  and  our  representative  is  entitled  to  draw  on  this  fund 
for  a  specific  purpose.  If  there  is  any  balance  left  at  the  end  of  the 
year,  then  the  Government  has  to  act. 
,  , Mr.  Wood.  I  think  we  would  liave  to  look  into  the  leffal  aspect  of  that. 

'  Senator  Smith.  I  wondered  about  that.  I  wondered  if  we  could  not  fix 
it  up  right  in  here  as  to  how  that  might  be  used. 

Mr.  Wood.  If  it  were  possible  to  start  using  that  fund  immediately 
for  these  purposes  in  Italy,  under  those  circumstances  I  would  see  no 
objection  to  it.  I  question  whether  it  would  be  possible,  under  the  laws 
of  our  land,  to  do  so. 
.._  Senator  Smith.  I  think  you  might  explore  it. 

Mr.  Wood.  Counsel  should  take  a  look  at  it  and  see  whether  that  could 
be  done. 

Senator  Smith.  Certainly. 

PITFALLS    IN    UNRRA 

Mr.  Wood.  My  original  thought.  Senator  Smith,  was  risfht  along 
those  lines.  One  of  the  advantages  that  we  have  is  the  fact  that  we  have 
seen  what  were  the  pitfalls  in  TTNEEA.  I,  as  vou  know,  was  in  effect 
the  American  representative  to  UNRRA,  and  I  have  to  take  the  blame, 
I  suppose,  for  some  of  the  things  that  went  wrong.  But  we  had  one  vote 
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in  a  nine-man  central  committee  with  the  other  nations,  and  we  could 
not  just  isPTie  orders  as  we  can  in  this  particular  case,  and  one  of  the 
difficulties  in  UNRRA  was  the  control  of  these  local  currencies,  and 
therefore  I  thought  it  might  tighten  it  up  to  have  them  directly 
turned  right  over  to  the  United  States  immediately.  We  did  run  into 
this  difficulty  of  not  being  able  to  operate. 

If  we  can  get  around  it  in  the  way  you  suggest,  I  would  be  very 
much  for  it,  because  that  was  my  original  thought.  Suppose  we  look  at 
that. 

Senator  Smith.  I  think  it  would  be  well. 

Mr.  Wood.  John,  you  would  not  be  able  to  say  now,  from  your  legal 
knowledge,  as  to  whether  that  would  be  feasible  ? 

Mr.  Howard.  I  would  rather  study  that. 

Senator  Hatch.  That  is  vour  interpretation  of  Mr.  Hoovers  lan- 
guage, "for  relief  and  rehabilitation  purposes"  ? 

Senator  Smith.  That  is  not  Hoover's  language.  Hoover  suggested, 
"All  receipts  from  sales  of  these  supplies  by  governments  to  their 
citizens  shall  be  paid  into  a  depository  in  that  country  designated  by 
the  United  States  to  the  credit  of  the  United  States.  Such  sums  may 
be  used  by  the  United  States  for  any  expenditures  on  its  own  account 
within  that  country,  and  in  any  event  shall  not  be  withdrawn  from  that 
country  until,  in  the  view  of  the  President,  it  will  not  embarrass  the 
economy  of  such  country.  In  case  of  repayment  in  kind,  a  propor- 
tionat-e  amount  of  such  deposits  shall  be  released." 

Mr.  Wood.  I  think  Mr.  Hoover,  in  a  later  draft,  actually  mentioned 
relief  and  rehabilitation. 

Senator  Smith.  I  do  not  have  that. 

THE   LANGUAGE   IS   BROAD 

Senator  Hatch.  Your  interpretation  of  that  language  is  that  it  is 
broad  enough  so  that  you  can  do  construction  work,  roadbuilding, 
and  everythinar  else,  under  those  terms  ? 

INIr.  Wood.  Yes. 

Senator  Hatch.  And  that  is  not  the  purpose  of  the  bill. 

Senator  White.  You  could  build  liarl^or  improvements,  under  your 
suGTgestion. 

Mr.  Wood.  Yes. 

Senator  Smith.  Do  you  not  think  we  ought  to  limit  it  to  the  purposes 
of  this  bill  ? 

Senator  Hatch.  From  the  standpoint  of  the  passage  of  the  legisla- 
tion, T  agree  thoroughly  that  it  will  be  much  simpler  and  much  easier 
if  vou  limit  it  strictlv  to  the  purposes  of  the  bill  and  nothing  else.  Rut 
I  do  see  the  force  of  Mr.  Wood's  argument  in  using  these  funds  over 
there.  I  think  it  might  even  do  more  good  tlian  the  actual  relief  as- 
sistance. 

Senator  Smith.  I  think  in  June  of  1948  Ave  may  be  all  very  en- 
thusiastic for  some  project  like  that,  or  like  Cabot  Lodge  suggests. 

Senator  Wiley.  You  have  put  a  billion  dollars  in  Italv  already,  and 
wliat  they  are  needing  most  of  all,  apparently,  is  food.  If  you  are  going 
to  divert  a  lot  of  these  funds  so  you  do  not  get  food  to  them,  then  you 
do  not  get  the  money  for  food. 

Senator  Hatch.  It  is  not  diverting  it. 
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Mr.  Wood.  You  send  the  food  in  and  then  sell  the  food  and  use  that 
money. 

THREE    POINTS 

Senator  Smith.  For  the  purpose  of  bringing  it  before  the  committee, 
I  move  that  the  three  points  that  you  mentioned  be  incorporated  by  the 
State  Department  into  an  appropriate  paragraph  to  cover  the  spirit 
of  our  discussion  based  on  those  suggestions. 

The  Chairmax.  Is  there  objection? 

Senator  White.  If  the  language  includes  other  than  food  and 
supplies- 


The  Chairman.  No,  it  is  confined  to  the  purposes  of  the  bill. 

Senator  White.  That  is  all  right. 

The  Chairman.  1.  That  the  receipts  in  local  currency  from  the  sale 
of  supplies  go  into  a  special  fund  under  the  control  of  the  Government 
of  the  United  States  to  the  end  of  the  next  fiscal  year. 

2.  The  Government  of  the  United  States  shall  use  those  funds  as  a 
revolving  fund  for  the  purposes  described  in  this  bill. 

3.  At  the  end  of  the  fiscal  year,  whatever  balance  exists  shall  be 
reported  to  Congress  for  such  disposition  as  Congress  cares  to  make. 

Senator  Thomas  of  Utah.  I  second  the  motion. 

The  Chairman.  Those  in  favor  say  "Aye."  Opposed. 

That  is  a  vote,  and  I  think  that  takes  lis  out  of  most  of  our  troubles. 

Now,  let  us  get  down  to  the  third  ,one. 

Mr.  Wood.  Mr.  Chairaian,  may  I  just  add  something  here  that  Sena- 
tor Smith  said  while  you  were  out  of  the  room.  We  are  going  to  look 
into  the  question  of  whether  it  might  be  feasible  to  provide  that  these 
funds  immediately  go  to  the  credit  of  the  United  States,  and  in  this 
legislation  make  it  possible  for  the  people  in  charge  over  there  to  spend 
them  for  these  purposes.  It  would  be  desirable  if  they  could  go  directly 
to  the  credit  of  the  United  States.  That  Ave  are  gomg  to  look  up  from 
the  legal  standpoint. 

The  Chairman.  All  right. 

ADMINISTRATION    OF   THE   RELIEF 

Now,  No.  3,  which  we  have  talked  about  before : 

Section  5.  The  President  shall  appoint,  by  and  with  the  advice  and  consent 
of  the  Senate,  an  administrator  who  shall  direct  the  supervision  in  Europe  of 
relief  assistance  made  available  pursuant  to  this  joint  resolution.  Such  adminis- 
trator shall  receive  compensation  at  a  rate  not  to  exceed  $12,000  per  annum,  and 
any  necessary  expenses,  as  the  President  shall  determine.  He  shall  act  in  accord- 
ance with  the  instructions  of  the  President  or,  if  the  President  so  directs,  of  the 
Secretary  of  State,  the  Secretary  of  Agriculture,  or  the  head  of  any  other  execu- 
tive departments. 

I  want  to  make  this  comment  ^n  that.  This  last  sentence  was  put  in 
largely  at  my  request  in  order  to  at  least  make  a  bow  in  the  direction 
of  Mr.  Hoover's  interest  in  having  the  Secretary  of  Agriculture  ad- 
minister this  responsibility.  In  further  consideration  of  the  matter, 
and  in  view  of  the  fact  particularly  that  we  have  just  made  a  very  real 
bow  to  Mr.  Hoover  in  the  amendment  that  we  have  just  adopted,  and 
have  fundamentally  accepted  one  of  his  basic  proposals,  it  seems  to  me 
that  that  last  sentence  may  be  rather  complicating,  particularly  in  view 
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of  the  fact  that  on  pa<re  5,  at  the  bottom  of  the  page,  section  6  reads, 
"The  authority  of  the  President  under  sections  2,  3,  and  4  may,  to  the 
extent  that  the  President  directs,  be  exercised  by  the  Secretary  of 
State.'- 

Then  we  are  putting  a  totally  different  kind  of  directive  into  the 
bill  in  connection  with  the  Administrator.  My  suggestion  now  would 
be  that  the  last  sentence  stop  Avith  the  word  "President":  "He  shall 
act  in  accordance  Avith  the  instructions  of  the  President."  That  leaves 
the  President  entirely  free  to  use  the  Secretary  of  Agriculture  or  the 
Secretary  of  State  or  anj^body  else,  and  does  not  cumber  this  thing  up 
with  lanGTuaee  which  might  be  in  conflict  with  some  of  the  other 
language  in  the  bill. 

Senator  Wiley.  I  so  move. 

Senator  Smith.  You  would  leave  section  6  on  page  5  in  the  bill  as 
it  is,  or  would  you  cut  it  out  entirely  ? 

The  Chairman.  Yes. 

THE   QUESTION    OF   ASL4TIC   RELIEF 

Senator  Thomas  of  Utah.  "\Yhere  you  provide  for  the  appointment 
of  the  supervisor  in  Europe,  does  that  mean  that  this  relief  is  thereby 
restricted  to  Eurooe?  Have  we  not  discussed  some  Asiatic  relief  in 
here? 

The  Chairman.  Mr.  Wood  will  make  a  brief  statement  on  why  he 
eliminated  from  his  own  original  draft  the  appointment  of  an  ad- 
ministrator for  Asia. 

Mr.  Wood.  The  plans  for  China  are  on  a  verv^  different  basis  than 
the  plans  for  Europe.  There  the  thought  is  that  there  should  be  avail- 
able, as  famine  conditions  near  the  coast  from  time  to  time  develop — ■ 
as  they  always  have — a  relatively  small  amount  only  to  meet  those 
spot  conditions.  It  is  not  by  any  means  the  size  or  the  administrative 
problem  that  v>e  are  going  to  face  in  the  relief  program  in  Europe, 
Senator  Thomas.  For  that  reason  it  seem.s,  on  second  thought,  unneces- 
sary to  have  a  special  administrator  to  do  that  rather  limited  job.  The 
two  are  so  different. 

It  seems  very  necessary  to  have  such  an  administrator  in  Europe. 
It  ATOuld  seem  to  be  a  waste  of  money  and  otherwise. 

Senator  Tho:mas  of  Utah.  This  proA^ision  for  the  administrator  here, 
would  that  limit  the  relief  to  Europe  ?  That  is  ni}"  vi-orrj. 

Mr.  Wood.  I  do  not  think  I  quite  get  that  point. 

THE   IVrEANING    OF   "iN    EUROPE" 

Senator  Thomas  of  Utah,  You  provide  for  an  administrator  for 
Europe.  It  is  in  section  5,  so  it  covers  the  whole  bill. 

Can  you  not  narroAvly  assum.e,  therefore,  that  by  the  addition  of 
section  5,  here,  and  the  appointment  of  an  administrator  in  Europe, 
you  are  limiting  relief  to  Europe  ? 

The  Chairman.  I  see  your  point.  I  tliink  there  is  something  to  it. 

Senator  Thomas  of  Utah.  It  is  simply  one  of  those  legal  quirks  that 
these  people  like  to  indulge  in. 

Senator  Smith.  Why  do  you  not  cut  out  the  words  "in  Europe"? 

The  Chairman.  Because  they  want  him  to  be  confined  to  Europe. 
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Mr.  Wood.  Mr.  Howard  makes  what  seems  to  me  an  excellent  sug- 
gestion to  escape  that  dilemma,  if  we  put  the  provision  about  the 
supervisor  in  section  4  rather  than  making  a  new  section  5.  We  could 
perhaps  start  the  paragraph,  "As  to  Europe,-'  or  "For  the  purposes 
of  supervising  relief  in  Europe,  the  President  shall  appoint,  by  and 
with  the  advice  and  consent  of  tlie  Senate  *  *  *"  I  think  that  perhaps 
would  cover  it. 

The  Chairisian.  I  think  it  would. 

Senator  Thomas  of  Utah.  It  meets  the  objection  that  I  have.  I  am 
always  afraid  of  these. 

]Mr.  Wood.  I  think  it  is  a  good  point.  I  think  it  can  be  met  by  that 
wording. 

Senator  Smith.  In  section  4,  right  at  the  begimiing. 

The  Chairmajst.  Then,  if  there  is  no  objection,  that  change  will  be 
made,  and  the  last  sentence  in  your  proposal  will  stop  with  the  word 
"President.'- 

]VIr.  Wood.  And  it  will  go  at  the  end  of  section  4. 

The  Chairman.  Now  let  me  get  to  two  other  things  that  are 
important. 

an  amendment  or  senators  young  and  m'clellan 

Mr.  Wood,  Senator  Young  and  Senator  McClellan  have  offered 
an  amendment.  Are  you  familiar  with  it? 

]\Ir.  Wood.  I  think  I  have  seen  it. 

The  Chairman.  It  reads  as  follows : 

"iVll  supplies  transferred  pursuant  to  this  joint  resolution  or  acquired 
through  the  use  of  credits  established  pursuant  to  this  joint  resolution 
and  any  articles  processed  from  such  supplies,  or  the  containers  of  such 
supplies  or  articles,  shall  be  marked,  stamped,  branded,  or  labeled  in  a 
conspicuous  place  as  legibly,  indelibly,  and  permanently  as  the  nature 
of  such  supplies,  articles,  or  containers  will  permit  in  such  manner  as 
to  indicate  to  the  ultimate  consumer  in  such  country  that  such  supplies 
or  articles  have  been  donated  by  the  United  States  of  America  for  relief 
assistance;  or  if  such  supplies,  articles,  or  containers  are  incapable  of 
being  so  marked,  stamped,  branded,  or  labeled,  that  the  ultimate  con- 
sumers thereof  will  otherwise  be  informed  that  such  supplies  or  articles 
have  been  donated  by  the  United  States  of  America  for  relief  assist- 
ance." 

That  touches  one  of  the  very  tender  spots  in  congressional  sensibili- 
ties at  the  moment.  Have  you  objection  to  that? 

Mr.  Wood.  I  cannot  see  any,  sir.  Some  of  them  will  come  imder  the 
provisions  of  the  last  part  of  that.  If  you  ship  in  wheat  and  it  is  milled 
in  a  mill  and  baked  into  bread,  it  would  perhaps  be  impossible  to  segre- 
gate it  and  label  each  loaf  of  bread.  But  you  could  certainly  cover  it 
under  other  provisions  of  the  bill,  notably  the  one  for  the  full  publicity 
within  the  country.  We  would  plan  to  have  in  the  newspapers  and  on 
the  radio  constantly  information  as  to  tlie  arrival  of  supplies  and 
what  they  were  being  used  for  and  into  which  districts  they  were  being 
sent,  and  so  on,  which  I  presume— well,  that  is  to  say,  a  local  bread, 
which  would  not  be  so  identified,  Avould  be  quite  all  right  under  the 
second  part  of  that. 

The  Chairman.  I  would  think  so. 
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With  that  understanding,  you  would  have  no  objection  to  the 
amendment  ? 

Senator  Thomas  of  Utah.  I  think  that  the  amendment  must  go  in, 
Mr.  Chairman,  judging  from  experiences.  The  little  fellows  that  carry 
on  these  individual  reliefs,  like  the  United  Brethren  and  the  Quaker 
outfit  and  all  the  rest  of  them,  when  they  get  into  the  countries  of  the 
bigger  people,  they  restamp  their  stuff  and  they  take  credit  for  it  and 
give  it  out  by  their  own  people  and  direct  it,  and  it  is  not  right  to  a 
little  organization  of  100.000  people  who  are  probably  doing  more, 
proportionately,  than  anybody  else  in  the  country  to  have  that  stuff 
diverted  and  taken  away. 

I  think  something  ought  to  be  in  here  so  that  Congress  can  tell,  or 
the  chairman  of  the  committee  can  tell,  the  administrator  when  he  is 
appointed  to  watch  out  for  this  thing,  and  not,  allow  credit  to  go  to  the 
wrong  places  and  irk  the  activities  of  these  little  organizations. 

ISIr.  Wood.  I  think  one  of  the  things  that  the  committee  would  be 
interested  in  is  that  we  are  planning  to  have  the  closest  tieup  with  the 
other  American  voluntary  relief  agencies  in  these  areas,  and  I  feel  quite 
sure  that  they  can  help  our  program  in  watching  in  the  local  areas  to 
see  what  is  happening  to  these  things ;  and  I  think  on  the  other  hand  we, 
through  the  embassy,  can  help  them  very  much  more  than  we  have 
in  the  past,  because  we  will  be  involved  m  this  relief,  and  I  think  if 
such  a  situation  arises,  we  can  step  right  into  the  picture  and  say, 
"Here,  this  just  can't  go  on  under  these  circumstances." 

So  I  think  Senator,  we  will  perhaps  not  be  able  to  get  perfect  condi- 
tions in  that  respect,  but  I  think  possibly  we  can  improve  them 
considerably. 

Senator  Thomas  of  Utah.  You  can  keep  a  whole  lot  of  people's  feel- 
ings from  being  hurt. 


THE   WORD   "donated" 


Senator  Smith.  Can  we  use  the  word  "donated"  there  ? 

The  CHAreMAX.  I  think,  on  page  2,  line  3,  obviously  the  word 
"donated"  is  wrong.  Suppose  that  word  were  "furnished." 

Mr.  Wood.  That  is  better. 

I  would  like  the  opportunity,  sir,  to  come  back,  if  we  find  any 
similar  things  like  that,  and  make  minor  suggestions. 

The  Chahiman.  We  tentatively  approve  this  amendment,  and  ask  the 
State  Depa7tment  to  give  ns  a  final  recommendation  on  it. 

Senator  Hatch.  Mr.  Wood,  might  I  suggest  that  you  give  atten- 
tion to  those  three  last  lines.  I  am  in  perfect  accord  with  what  is 
wanted.  It  looks  rather  difficult  to  me.  I  wonder  whether  it  is  practical 
to  demand  that  ultimate  consumers  must  be  informed.  I  do  not  know 
just  how  vou  are  going  to  do  that. 

Mr.  Wood.  If  that  implies  that  we  must  be  able  to  guarantee  that 
everv  ultimate  consumer  of  part  of  a  loaf  of  bread  is  informed,  that 
would  be  obviously  impossi]")le. 

Senator  Simith.  You  might  say,  "so  far  as  is  practicable." 

Senator  Lodge.  I  certainly  hope  that  everything  possible  is  done, 
because  during  the  war  it  wns  almost  a  scandal  to  me  the  way  we 
made  these  enormous  expenditures  and  outlays  and  somebody  else 
took  iha  credit — usually  tlie  British.  I  do  not  know  why,  but  they 
would. 


85 

We  supplied  hundreds  of  thousands  of  British-type  uniforms,  made 
in  Philadelphia,  and  in  the  inside  pocket  you  saw  that  little  label, 
"Philadelphia  Quartermaster  Depot,"  and  the  British  took  credit  for 
them. 

That  is  what  happens  when  you  turn  this  over  to  foreigners  to  dis- 
tribute. Maybe  I  am  partisan, "but  it  just  burns  me  up  to  think  that 
any  foreigners  are  going  to  hand  out  any  of  these  American  things, 
because  they  are  just  going  to  go  ahead  and  take  the  credit  for  it 
themselves.  I  have  seen  so  much  of  that  during  the  war,  and  every- 
body in  the  service  did,  and  I  am  ultimately  sick  of  it. 

Mr.  Wood.  I  think  we  are  going  to  accomplish  a  lot  in  the  direction 
of  identification.  I  would  not  be  honest  if  I  told  you  that  I  felt  there 
would  not  be  some  isolated  instances.  But  we  are  very  conscious  of 
that.  Senator  Lodge.  I  have  seen  some  of  it  myself  in  the  UNRRA 
countries. 

Senator  Lodge.  In  Turkey,  those  were  all  American-type  armored 
cars  and  tanks,  and  the  British  had  newspapers  in  Cairo  and  Turkey 
under  their  control,  and  the  thought  always  was  that  the  British  had 
done  all  of  this,  and  in  all  the  newspapers  out  there  you  would  have 
on  the  map  one  big  box  showing  the  British  and  another  big  box 
showing  the  Canadians,  and  between  them  there  would  be  a  little 
thing  showing  the  Americans,  and  we  were  carrying  three-quarters 
of  the  load  in  personnel  and  practically  the  whole  load  in  material. 

I  tell  you,  the  Americans  that  were  in  the  service  will  never  forget 
that. 

The  Chairman-.  I  take  it  you  are  in  favor  of  this  amendment. 

IDENTIFYING   COUNTRIES 

The  other  amendment  submitted  by  Senator  McClellan  goes  to 
the  heart  of  this  thing  which  is  raising  so  much  hell  in  the  House, 
only  this  is  in  reverse.  I  am  referring  to  the  fact  of  the  constant  demand 
that  the  countries  should  be  identified  in  this  bill  that  are  going  to 
get  the  relief.  McClellan  offers  an  amendment  in  reverse,  which  reads : 

(b)  No  relief  assistance  shall  be  provided  under  the  authority  of  this  joint 
resolution  to  the  governments  or  to  the  peoples  of  Russia,  Albania,  Czecho- 
slovakia, Hungary,  Poland,  Yugoslavia,  Rumania,  or  Bulgaria,  to  any  other 
government  or  governments,  or  to  the  peoples  thereof,  whom  the  President  may 
hereinafter  determine  to  be  under  the  political  and/or  economic  domination  or 
sphere  of  influence  of  Soviet  Russia. 

Senator  Thomas  of  Utah.  That  is  handing  a  bouquet  to  the  Presi- 
dent, I  would  say. 

The  Chairman.  Of  course  we  cannot  make  any  such  statement 
as  that,  but  is  the  Department  still  adamant?  Has  your  fox  climbed 
into  the  cage  and  locked  the  door  against  the  identification  of  the 
countries  that  this  relief  is  for? 

Mr.  Wood.  I  do  not  know  that  it  can  never  be  said  that  we  are 
adamant,  sir.  We  do  feel  as  strongly  as  before  that  it  would  be  a 
great  mistake  to  name  the  countries  in  the  bill. 

Senator  Smith.  Would  you  object  to  this,  Mr.  Wood?  "While 
the  TTnited  States  makes  no  commitment  to  expend  out  of  this  appro- 
priation for  relief  to  anv  particula.r  country,  not  m.ore  than  $15  million 
of  this  authorization  shall  be  used  for  countries  other  than  Greece, 
Hungary,  Italy,  Poland,  Austria,  and  China." 
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These  countries  have  been  named  by  Secretary  Clayton  and  others. 
The  papers  I  have  seen  carry  them  right  straight  along.  It  is  perfectly 
well  known,  and  I  think  if  we  put  a  limitation  on  the  amount  to  be 
spent  outside  of  that,  always  without  saying  so,  we  do  what  John 
McClellan  wants. 

In  do  not  see  McClellan 's  views  at  all.  I  think  if  people  are  starving 
and  we  can  get  to  them  we  are  interested  in  helping  starving  people. 

HELPING   HUNGARY 

The  Chairman.  So  far  as  Hungary  is  concerned,  if  you  do  not 
help  them  we  are  going  to  have  communism  take  them  over. 

Senator  Smith.  For  the  purposes  of  discussion,  I  would  like  to 
move  that  there  be  inserted  at  the  proper  place  in  the  bill,  "While  the 
United  States  makes  no  commitment  to  expend  out  of  this  appropria- 
tion for  relief  to  any  particular  country,  not  more  than  $15  million 
of  this  authorization  shall  be  used  for  countries  other  than  Greece, 
Hungary,  Italy,  Poland,  Austria,  and  China." 

aid  to  china 

Senator  Thomas  of  Utah.  Why  do  you  limit.  Senator  Smith,  the 
Asiatic  relief  to  China  alone  ? 

Senator  Smith.  Simply  because,  as  I  have  understood  it,  from 
what  Secretary  Clayton  has  said  to  us  and  publicly,  these  are  the 
countries  where  this  particular  money  is  expected  to  go. 

Senator  Thomas  of  Utah.  Can  we  not  use  some  of  it  for  Korea  ? 

Senator  Smith.  I  do  not  know  that  we  can  or  not.  All  the  talk 
is  that  we  are  going  to  have  a  special  treatment  for  Korea,  and  this 
is  not  aimed  at  Korea. 

Mr.  Wood.  That  is  true. 

Senator  Smith.  Would  this  language  be  embarrassing  to  3'ou,  Mr. 
Wood? 

a   letter   from   ACHESON   or   MARSHALL 

Mr.  W^ooD.  May  I  ask  a  question  in  response  to  that?  Obviously 
that  is  the  purpose.  Do  you  think  it  would  not  serve  if,  say,  Mr. 
Acheson  or  General  Marshall  wrote  the  chairman  of  this  committee 
a  letter  in  which  he  stated  that  those  were  the  plans?  Would  that 
not  sufficiently  guarantee  to  the  Congress  that  we  were  not  planning 
to  go  with  large  quantities  into  Yugoslavia,  or  some  place  of  that 
sort,  which  I  gather  is  the  real  problem  here  ? 

I  still  shrink,  gentlemen,  and  perhaps  I  am  unduly  sensitive  on  this, 
from  having  a  congressional  statement  as  to  the  countries  for  which 
this  relief  is  intended,  because  that  thing  will  just  be  blazoned  on  the 
housetops  in  Poland,  for  example,  if  the  Poles  do  not  agree  to  the  con- 
ditions that  we  put  on  this  relief,  and  we  say,  "All  right,  boys,  we  are 
not  going  to  put  a  dime's  worth  in  here." 

I  can  just  see  what  is  going  to  happen  throughout  the  areas  behind 
the  Iron  Curtain,  just  between  ourselves. 

Senator  Thomas  of  Utah.  "Wliat  is  going  to  happen  in  our  country, 
with  the  great  meetings  of  the  Sons  of  Croatia,  for  example,  and  the 
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rest  of  them,  rising  up  in  their  wrath  against  Congress  for  not  taking 
care  of  their  people?  I  think  you  just  invite  trouble  ^Yhen  you  mention 
countries,  even  when  you  put  the  limitation  Senator  Smith  says  on  it. 

Mr.  Wood.  It  would  seem  to  me  that  what  Congress  is  worried  about 
would  certainly  be  covered  by  a  letter  to  the  chairman  of  the  commit- 
tee. Obviously  that  would  be  as  binding  on  the  people  of  honorable 
intentions  in  the  State  Department  as  a  statement  by  Congress,  but  I 
fear  the  propaganda  value 

The  CHAiR]\rAN.  Would  it  bind  the  fox  in  his  cage  ? 

Mr.  Wood.  If  he  is  in  the  cage. 

Senator  Lodge.  Mr.  Wood,  can  you  not  get  at  it  without  mentioning 
the  countries  at  all,  if  you  said  something  like  this :  "No  relief  assist- 
ance shall  be  provided  under  the  authority  of  this  joint  resolution 
which  shall  have  the  effect  of  promoting  any  totalitarian  purposes, 
whether  communistic  or  fascistic,  or  any  other  doctrine  disapproved 
by  the  United  States?" 

AMENDMENT   A   "CASUS   BELLi" 

I  see  the  objection  to  mentioning  countries.  I  think  this  proposed 
amendment  is  all  wrong.  It  is  almost  a  casus  belli.  If  circumstances 
were  right,  it  could  be  taken  by  any  of  the  countries  named  as  an  un- 
friendly act. 

The  Chairman.  It  is  very  offensive  for  Congress  to  mention  a  coun- 
try in  so  many  words. 

Senator  Smith.  I  would  hate  to  mention  them  negatively. 

Senator  Lodge.  I  think  yours  is  much  better.  I  want  to  do  what  you 
want  to  do.  I  think  the  people  are  absolutely  burned  up  at  this  business 
of  giving  things  to  Russia  and  Tito,  and  I  know  that  you  do  not  want 
to  do  it,  but  they  do  not  have  confidence  in  the  present  State  Depart- 
ment. They  say,' "They  did  it  once  before,"  and  they  think  it  will  be 
done  again.  I  have  heard  some  very  good  people  in  the  State  Depart- 
ment who  said,  "Oh,  do  you  think  the  President  would  do  that?"  I  do 
not  think  the  President  would  do  that.  Let's  say  so. 

Mr.  Wood.  I  realize  all  that.  You  cannot  hurt  my  feelings.  I  know 
that  situation. 

problems  -with  tjnrra 

The  Chairman.  Of  course,  and  it  stems  from  the  UNRRA  record, 
fundamentally. 

Mr.  Wood.  I  wish  people  would  get  that  straight.  After  the  original 
signature  of  the  UNRRA  agreement,  we  just  could  not  help  ourselves, 
no  matter  what  we  did. 

The  Chairman.  That  is  quite  true,  absolutely  true. 

Mr.  Wood.  Yet  the  House  is  constantly  saying,  "Well,  that  damned 
State  Department,  the  bunch  of  Communists  that  they  are,  they  let 
this  thing  go  on." 

The  Chairman.  That  is  the  reason  the  State  Department  came  to 
the  second  General  Assembly  and  insisted  that  there  could  be  no  more 
relief  under  a  split  control  such  as  we  had  in  UNRRA,  in  order  to 
avoid  the  precise  thing  we  are  criticizing. 

Mr.  Wood.  You  remember  I  was  up  there  with  a  delegation  on  this. 
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PROPOSED   LANGUAGE 


Senator  Lodge.  Let  me  read  this  to  you.  I  think  what  this  attempts 
to  do  is  to  take  care  of  that  feeling  in  the  country  without  mentioning 
countries  by  name : 

"No  relie^f  assistance  shall  be  provided  under  the  authority  of  this 
present  resolution  which  shall  have  the  effect  of  promoting"  or  "which 
shall  have  the  object  of  promoting  any  totalitarian  purpose,  whether 
communistic  or  fascistic,  or  any  other  doctrine  disapproved  by  the 
United  States." 

Mv.  Wood.  I  think  that  is  fine,  but  I  do  not  think  that  accomplishes 
what  Senator  Smith  is  after,  because  we  could,  if  we  were  as  foxy  as 
the  Senator  has  implied  here,  go  into  Yugoslavia  and  say,  "We  are 
giving  this  to  certain  people  in  Yugoslavia.  We  are  not  doing  it  with 
the  object  of  promoting  totalitarianism." 

I  think  that  sort  of  thing  is  fine.  I  would  not  object  to  it.  But  I  do 
not  think  it  accomplishes  what  Senator  Smith  is  talking  about. 

Senator  Smith.  It  is  not  quite  the  same  as  this.  I  am  not  bringing 
up  the  Eussian  business  at  all,  except  just  indicating  that  the  coun- 
tries we  are  doing  this  to  are  the  ones  that  we  considered  to  be  in  great- 
est need. 

The  CiiAiEMAN.  The  thing  you  say.  Senator  Lodge,  directly  collides 
with  that  provision  in  the  bill  which  says  that  the  relief  will  be  dis- 
tributed among  the  people  of  such  country  without  discrimination  as 
to  race,  creed,  or  political  belief. 

Senator  Lodge.  I  think  we  have  to  discriminate  against  the  people 
that  hate  us. 

Mr.  Wood.  That  depends  upon  whether'  you  look  upon  the  govern- 
ment or  the  individual. 

The  Ctiairman.  Exactly. 

Mr.  Wood.  I  would  hate  very  much  to  adopt  a  policy  in  this  relief 
that  we  will  discriminate  against  people  because  of  their  political 
belief. 

Senator  Smith.  I  am  a  little  afraid  of  that,  as  much  as  I  agree  with 
Cabot  Lodge's  feeling. 

Mr.  Wood.  I  think  we  can  do  it  by  the  careful  supervision  of  this 
thing. 

COLLISION    WITH    TT.N.    RECOMMENDATIOlSr 

The  Chairman.  You  also  collide  directly  with  the  recommendation 
of  the  General  Assembly  of  the  United  Nations,  wdiich,  in  recommend- 
ing this  procedure,  emphatically  insisted  that  there  should  be  no  dis- 
crimination as  to  race,  creed,  or  political  belief  among  the  people  of 
these  countries,  the  beneficiaries  of  this  relief. 

I  would  like  to  do  Avhat  all  of  you  are  trying  to  do,  but  I  confess  it 
looks  to  me  like  an  imponderable. 

Senator  T^odge.  Suppose  you  said  "any  totalitarian  system  of  gov- 
ernment." That  would  get  away  from  discriminating  against  the 
people. 

Senator  Smith.  I  think  it  is  a  little  unnecessary  slap  against 
Russia. 

Senator  Lodge.  Not  as  much  of  a  slap  as  the  McClellan  amendment. 

Senator  Smith.  I  agree  with  you. 

(Discussion  was  off  the  record.) 
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XO    BLANK    CHECK 


The  Chair]viax.  "When  the  statement  is  made  of  the  facts  as  they 
are,  I  do  not  think  it  will  get  too  many  votes. 

Senator  Smith.  Mr.  Chairman,  I  just  raise  this  question,  because  I 
have  talked  to  Mr.  Hoover  about  it.  He  thought  we  should  not  have  a 
blank  check  to  go  anywhere  in  the  world.  We  have  a  special  objective. 
I  will  not  press  the  motion  if  you  think  it  is  unwise. 

Senator  Lodge.  You  include  Poland  as  one  of  the  ones  to  receive  it  ? 

Senator  Smith.  Yes,  and  this  includes  Hungary. 

The  Chairman.  Hungary  is  different. 

Senator  Smith.  It  does  include  Poland,  and  they  are  under  this 
Iron  Curtain. 

Senator  Lodge.  You  will  get  a  lot  of  objections  to  that  from  peo]3le 
who  consider  the  Poles  as  under  Kussian  control. 

The  Chairman.  Poland  is  under  Russian  control. 

Senator  Smith.  But  there  is  an  enormous  Polish  relief  going  on 
among  the  people  that  are  nominally  under  Russian  control,  and  they 
ought  to  be  helped  if  they  are  in  trouble. 

Senator  Lodge.  I  hope  we  have  a  good  smart  fellow  there.  I  don't 
want  to  send  a  rabbit  to  wrestle  with  a  serpent  on  that. 

Senator  Smith.  Mr.  Chairman,  would  you  like  me,  under  the  cir- 
cumstances, to  withdraAv  my  proposal,  or  do  you  want  to  consider  it 
further  ? 

The  Chairman.  I  do  not  see  how  we  can  name  countries,  and  I  do 
not  see  how  we  can  set  up  an  ideological  test.  We  have  written  into 
every  other  line  of  this  bill  the  closest  American  control  of  what  hap- 
pens"^  to  this  relief  from  the  minute  it  is  purchased  until  the  minute  it 
is  finally  digested  by  somebody  over  in  Europe,  and  if  we  cannot  de- 
pend upon  those  controls  we  have  not  got  much  confidence  left  in  our 
own  Government. 

a  letter  from  the  secretary  of  state 

Senator  Smith.  Would  it  be  appropriate,  as  Mr.  Wood  suggests, 
then,  for  the  Secretary  of  State  to  address  a  letter  to  you  saying  that 
the  overall  purj^ose  of  this  relief  is  that  it  is  to  go  to  these  countries, 
so  if  we  are  asked  what  the  program  is,  if  it  is  a  blank  check  or  not, 
we  can  say  it  is  not  a  blank  check. 

The  Chairman.  I  think  that  would  be  very  useful,  and  I  think 
Congress  is  entitled  to  that  official  information. 

Mr.  Wood.  I  do  too,  and  that  is  my  alternative  suggestion. 

The  Chairman.  All  right,  we  will  act  on  the  alternative. 

^Ir.  Wood.  Since  the  time  that  this  was  originally  presented  the  ne- 
gotiations in  respect  of  Trieste  have  been  completed.  There  is  no  fur- 
ther reason  for  keeping  the  name  of  Trieste  out  of  this,  and  I  would 
suggest  that  we  add  that  to  the  others. 

The  Chairman.  In  the  letter  ? 

]Mr.  Wood.  Yes,  and  then  say  that  no  more  than  $15  million  aside 
from  those  should  be  used  in  any  other  country.  Would  that  suit  the 
committee  ? 

Senator  Smith.  That  would  cover  the  point,  I  think. 
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CHILDREN  S  EMERGENCY   FUND 


I  have  one  more  thing  I  atouIcI  like  to  discuss  before  we  adjourn.  I 
liave  had  called  to  my  attention  the  action  by  the  Assembly  with  re- 
gard to  the  Children's  Emergency  Fund,  and  I  have  a  resolution  here 
that  is  being  offered  in  the  House,  I  understand,  on  this  point,  and  I 
would  like  it  to  be  considered  here.  It  is  that  the  Children's  Fund  may 
be  recognized  under  this  overall  appropriation.  Here  is  the  resolution : 

"Provided,  that  from  the  sums  appropriated  pursuant  to  this  section 
the  President  may  make  contributions  to  the  International  Children's 
Emergency  Fund  of  the  United  Nations,  and  such  contributions  shall 
not  be  subject  to  the  limitations  and  requirements  provided  in  the 
joint  resolution,  but  the  initial  amount  so  contributed  shall  not  be  in 
excess  of  $5  million  and  the  aggregate  amount  shall  not  constitute 
more  than  57  percent  of  said  fund,  and  shall  not  be  in  excess  of  an 
overall  total  of  $50  million." 

The  point  of  that  is  that  this  is  going  to  come  right  up  to  us,  whether 
we  do  it  under  this  appropriation  or  whether  we  do  not,  because  we 
have  an  understanding  that  we  will  participate  in  this  action  of  the 
Assembly  and  we  will  be  asked  very  presently  for  $50  million  more, 
and  I  thiink  we  will  have  the  greatest  possible  difficulty  of  getting  it 
through  the  Senate  or  the  House,  for  that  matter.  Therefore  I  think 
it  is  desirable  to  put  it  under  this  overall  coverage. 

The  Chairman.  I  would  like  to  dissent  from  one  thing  you  said.  I 
have  no  commitment  to  the  Children's  Fund.  I  was  very  careful  about 
that. 

Mr.  Wood.  Nobody  made  any  commitment. 

The  Chairman.  But  you  are  quite  right;  they  are  going  to  send 
down  a  Children's  Fund  request,  and  I  say  again,  as  I  said  last  week, 
that  I  love  children  as  much  as  anybody  does,  and  it  is  a  glorious, 
noble,  notable  enterprise,  and  I  would  like  to  see  anything  possible 
done  for  the  relief  of  these  children,  but  in  my  opinion,  when  we  are 
still  struggling  with  the  basic  problem,  I  think  all  relief  ought  to  be 
integrated  in  one  directive. 

Senator  Lodge.  Has  it  been  integrated?  Is  this  just  one  drop  in  the 
bucket  ?  Are  we  going  to  get  a  lot  of  other  things  this  year  ? 

The  Chairman.  You  are  going  to  get  a  Children's  Fund  this  year. 

Senator  Lodge.  I  wish  they  would  be  frank  with  us  and  take  us  into 
their  co7ifidence  and  treat  us  like  grown  people,  and  not  have  a  succes- 
sion of  miscellaneous  rescue  legislation. 

Senator  Smith.  I  understand  this  was  the  last  that  was  to  be  brought 
in.  I  do  not  want  to  oppose  the  chairman  if  he  is  opposed  to  it.  I  am 
certain,  from  wliat  I  am  told,  that  that  appeal  is  going  to  come  to  us. 
That  resolution  is  being  offered  in  the  House  today. 

Senator  Lodge.  '\^niy  were  we  not  told  about  it  ? 

The  ChairjVian.  We  have  been  told  about  that.  That  is  on  the  origi- 
nal list. 

Mr.  Wood.  That  came  up,  definitely. 

Senator  Smith.  I  think  Secretary  Marshall  had  it  on  that  list  of  im- 
rnedirfe  things  to  consider. 

Mv.  ^YooD.  No ;  it  was  a  separate  thing,  Senator. 
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FUND    WOULD    CUT    RELIEF 


I  would  just  like  to  say  this  gentlemen,  that  is  seems  to  me  that  if 
you  do  that,  all  you  are  doing  is  further  cutting  down  the  supplies 
that  this  country  makes  available  to  the  relief  of  these  people.  On 
what  I  consider  to  be  a  very  austere  basis,  we  have  figured  about  $600 
million  as  the  need  there  of  the  basic  relief  supplies — no  frills,  no  cod 
liver  oil.  Now,  if  you  take  $50  million  out  of  that  and  say  that  that 
goes  to  the  Children's  Fund,  you  are  in  effect  cutting  the  relief  appro- 
priation to  that  extent. 

Senator  Sjiith.  I  have  talked  to  Mr.  Pate  about  this,  and  he  is  in 
agreement  with  the  necessity  for  the  separate  fund  for  children. 

Mr.  Wood.  I  have  talked  to  Mr.  Pate.  I  know  Mr.  Pate  well.  I  think 
I  had  something  to  do  with  getting  him  appointed  to  that  job.  I  have 
a  very  high  opinion  of  him,  and  I  think  if  you  talked  with  him  he 
would  say,  because  he  has  said  it  to  me,  that  the  operations  of  this 
Children's  Fund  are  going  to  have  to  be  built  on  the  foundation  of 
this  basic  relief.  If  there  is  not  enough  wheat  for  bread  in  the  country, 
it  does  not  help  much  to  put  in  some  milk  and  cod  liver  oil  and  those 
things  that  are  specially  needed  for  children. 

The  CHAiRMAisr.  Exactly. 

Mr.  Wood.  And  therefore  I  have  resisted  strongly,  because  it  is  a 
sort  of  a  nice  idea  to  say,  "Let's  wrap  this  all  up  together.  It  is  relief. 
Let's  put  the  Children's  Fund  into  this  thing." 

BASIC    RELIEF    FIRST 

I  have  said,  "Let's  do  first  things  first.  Let's  get  the  basic  relief,  and 
then,  if  Congress  and  the  people  of  the  United  States  feel,  as  I  believe 
thej"  should,  that  they  want  to  do  something  more  for  children,  let's 
doit." 

All  you  do,  really,  is  to  take  away  from  the  relief  bill  by  doing  this, 
and  actually  a  great  quantity  of  the  wheat  sent  in  under  the  relief 
bill,  as  you  know,  will  be  used  in  those  special  feeding  programs  of  the 
Children's  Fund.  What  we  are  trying  to  do  is  to  tie  in  with  the  opera- 
tions of  the  Children's  Fund  and  make  sure  that  enough  of  the  stuff 
sent  in  under  the  relief  bill  is  made  available  so  they  can  carry  on 
this  program.  I  think  it  would  be  a  great  mistake. 

Senator  Smith.  They  will  have  to  make  an  appeal  for  funds.  They 
cannot  operate  without  funds. 

Mr.  Wood.  The  Bureau  of  the  Budget  has  not  approved  it  yet,  but 
just  between  ourselves  we  in  State  have  thought  that  the  United  States 
ought  to  make  some  governmental  contribution  to  this  Children's 
Fund,  and  propose  to  ask  for  an  additional  amount. 

The  Chairman.  How  much  ? 

Mr.  Wood.  $40  million  to  be  confined.  It  makes  it  a  great  deal 
cleaner  to  be  confined  to  cod  liver  oil,  whole  milk,  and  cocoa  from 
this  country.  Those  are  the  things  that  build  the  child's  body, 
and  they  are  needed  in  addition  to  the  basic  relief.  And  Pate  has  some 
vei-y  excellent  plans  for  getting  a  great  deal  of  the  supplies  out  of  the 
local  produce  in  the  country  and  forcing  those  countries  to  put  up  a 
good  part  of  the  supplies,  the  administration,  and  the  labor  that  has 
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tc  go  into  these  things.  I  think  it  would  be  a  very  splendid  thing,  but 
I  would  terribly  regret  to  see  this  relief  bill  cut  down  by  the  amount 
required  to  do  that  job.  We  either  ought  to  do  that  job  as  a  separate 
thing,  or  we  should  not  do  it,  one  or  the  other. 

The  Chairman.  On  the  other  hand,  I  do  not  think  you  can  justify 
at  this  stage  of  the  game  the  establishment  of  two  separate  relief  agen- 
cies, one  dealing  with  adults  and  with  the  basic  problem,  and  the  other 
dealing  in  this  specialty. 

THE    children's   FUND   IS   INTERNATIONAL 

Mr.  Wood.  Do  not  forget  that  the  Children's  Fund  is  an  interna- 
tional thing. 

Senator  Smith.  This  is  a  United  Nations  proposition. 

Mr.  Wood.  It  is  an  international  organization,  and  it  is  not  going  to 
be  ready  to  operate  as  fast  as  we  hope  to  get  going  on  this  other  thing. 

Senator  Smith.  I  think  Mr.  Hoover's  feeling  on  this  was  that  you 
are  not  going  to  need  probably  more  than  about  $75  million  of  the  $350 
million  between  now  and  next  August,  or  the  next  harvest.  That  is  a 
question  of  guess,  of  course.  He  feels  that,  and  he  thinks  there  will  he 
plentj^  of  money  in  the  fund  to  get  this  children's  thing  going.  I  think 
we  will  have  great  difficulty  in  bringing  up  another  bill  before  Con- 
gress for  the  Children's  Fund. 

Mr.  Wood.  The  children  will  get  a  lot  of  this  stuff  whether  there  is 
a  Children's  Fund  or  not.  They  are  people  of  the  country.  And  it  seems 
to  me  that  if  you  have  to  choose,  as  I  said  to  Pate,  you  have  an  alterna- 
tive, to  do  your  basic  thing  first  and  let  the  Children's  Fund  go. 

Senator  Smith.  That  is  a  matter  of  opinion,  whether  j'ou  need 
basically  to  take  care  of  your  children  before  they  get  rickets  and  every- 
thing else. 

Mr.  Wood.  You  do  care  for  them  under  this  bill.  Without  this  relief, 
a  lot  of  children  are  going  to  have  less  to  eat  than  they  otherwise  would. 

Senator  Smith.  Tliat  is  true.  They  all  dovetail  in  together. 

All  I  was  trying  to  do  was  to  avoid  having  two  appeals.  If  we  can 
bring  this  Children's  Fund  thing  in  this  bill,  we  will  be  killing  two 
birds  with  one  stone.  This  is  simply  an  authorization  to  the  Presi- 
dent to  contribute  to  this  part  of  the  Childi-en's  Emergency  Fund  of 
the  United  Nations  for  this  special  child  business  out  of  the  funds  that 
are  appropriated  under  this  bill. 

A    CHALLENGE   TO   U.S.  RESOURCES 

The  Chairman.  I  very  much  prefer,  personnally,  to  com.bine  them 
if  there  is  any  wav  to  do  it  feasiblv,  but  von  ol)viouslv  are  iroinir  to 
have  difficulty  to  combine  an  anti-UXREA  bill  Avith  an  UNERA  bill. 
I  iust  have  the  fundamental  feeling  that  the  basic  demands  that  are 
piling  up  on  us  all  over  the  world  reach  a  total  challenge  to  our  re- 
sources which  makes  it  exceedingly  questionable,  no  matter  how  notalily 
worthy  those  extra  activities  are.  whether  we  are  justified  in  setting 
uj)  specialized  agencies  like  the  Children's  Fund  at  the  present  time; 
witl^  tlie  relief  need  so  heavy  all  over  tliis  earth,  the  fundamental  basic 
relief  needs,  I  think  if  for  the  time  being  we  do  twice  our  share  in  meet- 
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ing  basic  relief  needs  that  we  have  answered  our  humanitarian  obliga- 
tion and  have  at  least  partially  lived  within  our  own  resources.  I  do 
not  think  we  are  justified  in  setting  up  a  new  specialized  agency  at  the 
present  time  to  deal  with  one  section  of  the  relief  problem,  even  though 
it  relates  to  such  a  tremendously  fine  thing  as  the  Children's  Fund 
does. 

Senator  Sjiith.  Then  you  feel  we  should  oppose  the  Children's 
Fund? 

The  CiiAiRMAX.  That  was  my  attitude  in  the  delegation's  meeting 
of  the  General  Assembly,  and  I  am  bound  to  say  that  I  think  the  Cliil- 
dren's  Fund,  in  the  form  in  which  it  evolved,  is  contrary  to  the  under- 
standings that  we  had  in  the  delegation  meetings  at  New  York,  where 
they  talked  to  us  about  the  fact  that  LaGuardia  had  $550,000  left  over 
that  he  could  use  for  some  specialized  purpose  of  this  nature,  and  when 
they  talked  about  putting  it  into  a  special  fund,  I,  as  Mr.  Wood  well 
knows,  repeatedly  said,  "I  don't  want  to  see  this  $550,000  used  as  an 
excuse  to  blossom  out  into  an  enormous  specialized  agency." 

I  am  sorry  there  are  no  stenographic  records  of  those  meetings,  but 
I  am  very  sure  that  I  was  told  more  than  once  that  all  we  were  going  to 
do  with  the  Children's  Fund  for  the  time  being  was  to  build  on  this 
$550,000.  There  was  a  lot  of  talk  about  how  this  Fund  is  to  be  avail- 
able for  private  contribution  for  these  purposes,  and  I  do  not  think 
there  was  any  thought  at  that  time  of  any  $100  million  specialized 
agency  for  this  purpose  at  this  time. 

There  are  50  specialized  agencies  that  you  could  set  up  to  deal  with 
50  utterly  notable  and  worthy  projects  in  this  world,  and  that  is  what 
is  going  to  sink  the  United  Nations.  My  God,  I  have  said  this  so  often 
in  the  General  Assembly  that  they  are  sick  and  tired  of  listening  to  me. 
It  is  not  the  veto  that  is  going  to  lick  the  United  Nations,  it  is  the 
premature  zeal  and  enthusiasm  with  which  the  Social  and  Economio 
Council  and  General  Assembly  branch  out  into  specialized  agencies 
with  their  own  budgets  on  a  basis  which  accumulates  a  fiscal  burden 
which  is  going  to  drive  half  the  membership  out  of  the  United  Nations. 

Senator  Lodge.  I  agree  with  that, 

AN   AMENDMENT 

I  would  like,  before  we  go  upstairs,  to  submit  an  amendment  again. 
I  still  think  it  is  very  important.  I  would  like  to  read  this  proposed 
amendment : 

No  relief  assistance  shall  be  provided  under  the  authority  of  this  joint  resolu- 
tion which  shall  have  the  object  of  promoting  the  expansion  of  influence  of  any 
government,  the  international  purposes  of  which  are  disapproved  by  the  United 

States. 

There  you  are  not  interfering  with  political  beliefs,  discriminating 
against  individuals,  or  anything. 

The  Chairman.  We  cannot  settle  that  in  the  5  remaining  minutes. 
Let  us  take  that  up  on  Tuesday  morning,  on  the  theory  that  the  House 
is  going  to  pass  this  bill  on  ]\Ionday.  Let  us  try  to  have  a  meeting  on 
Tuesday  morning  to  write  up  the  bill  and  get  ready  to  report  it  im- 
mediately to  the  Senate.  If  you  will  have  the  amendments  that  you 
have  taken  back  into  your  cage  with  you  available  next  Tuesday,  we 
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will  see  what  we  can  do.  I  think  we  have  made  fine  progress,  and  I 
think  the  bill  is  going  to  be  very  much  better  than  it  promised  to  be 
in  the  first  instance. 

Senator  Hatch.  I  want  to  join  Senator  Lodge.  I  hope  that  some 
expression  can  be  worked  into  this  bill  that  will  not  give  offense  to  any 
country  but  will  give  assurance  to  our  own  people  against  this  thing 
that  is  being  so  constantly  talked  everywhere,  that  we  are  actually 
promoting  communism  in  our  aims. 

The  Chairman.  I  quite  agree  with  you,  but  if  you  can  write  some 
language  which  reassures  our  people  and  gives  no  offense  to  somebody 
«lse,  I  think  you  have  some  language  that  does  not  mean  a  thing. 

We  will  meet  on  Tuesday  at  10  o'clock. 

(Whereupon,  at  12  noon,  a  recess  was  taken,  to  reconvene  on  Tues- 
day, April  29, 1947,  at  10  a.m.) 
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TUESDAY,  APRIL  29,    1947 

United  States  Senate, 
Committee  on  Foreign  Relations, 

Washington^  D.C 

The  committee  met,  pursuant  to  adjournment,  in  the  committee  hear- 
ing room,  U.S.  Capitol,  at  10  a.m.,  Senator  Arthur  H.  Vandenberg, 
chairman,  presiding. 

Present:  Senators  Vandenberg  (chairman).  Capper,  Wliite,  Wiley, 
Smith,  Hickenlooper,  Lodge,  Connally,  Thomas  of  Utah,  Barkley  and 
Hatch. 

Also  present :  Mr.  C.  Tyler  Wood,  Deputy  to  the  Assistant  Secre- 
tary of  State ;  Mr.  Durwood  V.  Sandifer,  Chief,  Division  of  Interna- 
tional Organization  Affairs,  Department  of  State ;  Mr.  John  Howard, 
Assistant  Legal  Adviser,  Department  of  State ;  and  Mr.  Dallas  Dort, 
Adviser  on  Relief  and  Rehabilitation,  Department  of  State. 

THE    HOUSE    BILL 

The  Chairman.  I  had  expected  that  we  would  have  the  final  House 
bill  available  this  morning  on  which  to  work,  but  I  do  not  think  we 
need  let  its  failure  to  arrive  interfere  with  our  completion  of  this  par- 
ticular job.* 

Are  there  any  indications,  Mr.  Wood,  as  to  the  probability  of  any 
amendments  on  the  floor  of  the  House  ? 

Mr.  Wood.  Yes;  I  think  maybe  I  would  ask  Mr.  Dort  to  comment 
on  that.  He  has  been  following  the  debate  very  closely  in  the  House. 

The  Chairman.  All  right,  Mr.  Dort.  "What  do  you  have  to  say  ? 

house  amendment 

Mr.  Dort.  We  understand  they  are  going  to  introduce  an  amendment 
limiting  the  expenditures  outside  of  the  United  States  to  10  percent. 
We  have  discussed  that  here  on  the  basis  of  6  percent. 

There  is  to  be  an  amendment  with  regard  to  the  Children's  Fund 
introduced,  and  I  believe  we  discussed  that  here.  Of  course  we  have 
no  idea  how  many  votes  will  be  received. 

There  is  another  amendment  which  would  propose  that  all  pur- 
chases in  the  program  be  made  by  Federal  agencies  except  where 
the  President,  for  some  sufficient  reason,  determines  otherwise,  allow- 
ing procurement  either  through  Federal  agencies  or  otherwise,  but 
emphasizing  the  desire  that  it  be  through  Federal  agencies. 

*  This  bill  Is  reprinted  in  the  appendix,  p.  273. 
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Another  amendment  was  introduced  yesterday  to  cut  the  total  to 
$200  million,  and  Mr.  Vorys  has  an  amendment  which  would  author- 
ize the  expenditure  of  $200  million,  but  that  any  addition  amount 
above  that  should  be  made  available  only  upon  the  authorization  of  a 
congressional  committee  of  five  Senators  and  five  Representatives, 
which  he  would  set  up  at  this  time. 

Mr.  Wood.  I  gather  that  that  was  the  amendment  on  which  all  the 
debate  took  pi  ace  yesterday  and  nothing  was  decided. 

Mr.  DoRT.  That  was  the  substitute  for  the  amendment  cutting  the 
total  to  $200  million. 

There  is  also  to  be  introduced,  I  understand,  an  amendment  in  regard 
to  the  local  proceeds  of  sale  of  these  commodities  which  I  believe  would 
read  in  terms  that  they  should  be  used  for  relief  and  rehabilitation 
purposes.  I  understand  that  is  going  to  be  introduced. 

Then  there  is  also  an  amendment  with  regard  to  the  appointment  of 
an  administrator. 

I  think  those  are  all  of  the  amendments. 

The  Chairman.  You  have  no  information  as  to  what  is  calculated  to 
happen  ?  Has  the  committee  over  there  agreed  to  any  of  them  ? 

Mr.  DoRT.  The  committee  has  agreed  to  the  10  percent,  to  the  em- 
phasis on  Federal  procurement,  and  to  the  local  currency  proceeds,  and 
I  believe  the  majority  of  the  committee  is  prepared  to  oppose  the 
others. 

The  Chairman.  Does  that  mean  there  will  be  no  effort  to  name  the 
countries? 

NAMING    COUNTRIES 

Mr.  DoRT.  I  think  the  Colmer  amendment  is  the  one  that  will  come 
up  on  that,  which  simply  says  that  none  of  it  shall  go  to  any  coimtry 
which  is  under  Russian  domination.  I  do  not  believe  they  will  attempt 
to  name  the  countries  as  such. 

Mr.  Wood.  I  do  not  think  we  can  be  certain  of  that.  It  is  entirely 
possible  that  there  will  be  a  further  attempt  specifically  to  name  the 
countries. 

JSIr.  DoRT.  The  appearance  is  that  that  will  be  decided  on  the  Colmer 
amendment,  rather  than  the  amendment  naming  the  countries. 

The  Chairman.  Let  us  see  if  we  can  finish  up  these  three  amend- 
ments on  which  we  had  general  agreement  last  week,  and  which  the 
Department  has  now  submitted  in  final  form. 

Senator  White.  While  we  are  waiting,  Mr.  Chairman,  may  I  ask  a 
question  ? 

Tlie  Chairman.  Yes. 

Senator  White.  Are  these  amendments  to  which  j'ou  have  made 
reference  those  pending  before  the  committee  ? 

Mr.  Dort.  No. 

Senator  White.  You  have  no  judgment  as  to  the  amendments  that 
mav  be  offered  from  the  floor? 

HOUSE    COMMITTEE    REJECTS    AMENDMENTS 

Mr.  DoRT.  These  are  all  from  the  floor.  This  is  the  form  in  which 
the  committee  reported  the  bill,  that  you  have. 
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Senator  White.  Have  these  amendments  been  considered  by  the  com- 
mittee and  been  rejected  ? 

Mr.  DoRT.  Yes ;  that  is  correct. 

Mr.  Wood.  They  were  considered  and  rejected  in,  I  believe,  every 
case. 

Mr.  DoRT.  That  is  correct,  although  some  of  the  members  of  the 
conmiittee  are  offering  them  on  the  floor. 

A  LETTER  FROM  THE  SECRETARY  OF  STATE 

Senator  Smith.  We  discussed  the  point  last  week  that  if  we  did  not 
name  the  countries  in  here,  there  would  be  a  letter  from  the  Secretary 
of  State  to  Senator  Vandenberg  along  the  lines  of  our  discussion. 

Mr.  Wood.  Yes. 

Senator  Smith.  Did  the  House  know  that  when  they  discussed  the 
naming  of  the  countries  ? 

Mr.  Wood.  It  was  suggested  that  would  be  the  way  to  handle  it. 
It  was  also  suggested  by  me  in  my  correspondence  with  Mr.  Hoover, 
so  tliat  the  idea  has  been  presented  to  the  House  committee.  No  action 
was  taken  on  it. 

Senator  Smith.  So  far  as  I  am  concerned,  that  is  important,  because 
I  would  want  to  go  ahead  with  urging  something  like  the  resolution 
which  we  had  here  if  that  were  not  going  to  be  done.  If  that  is  going 
to  l>e  done,  I  think  that  will  take  care  of  the  thing.  I  think  that  cer- 
tainly shall  be  done. 

]\Ir.  Wood.  We  can  say  right  here  and  now  that  that  will  be  done 
if  the  committee  so  desires.  We  are  quite  prepared  to  do  it. 

THE  children's  FUND 

Senator  Smith.  The  other  thing,  Mr.  Chairman,  I  would  like  to  ask 
about,  is  the  Children's  Fund.  I  am  very  much  concerned  over  this 
because  quite  a  lot  has  been  done  on  it.  It  is  a  matter  that,  if  we  neglect 
it,  my  own  guess  is  that  there  will  be  nothing  done  with  regard  to  the 
feeding  of  the  children,  and  I  feel  it  is  one  of  the  most  important  things 
in  the  wliole  picture.  After  the  last  war  we  had  a  special  Cliildren's 
Fund  which  did  more  than  anything  else  for  the  rehabilitation  of  those 
people.  Possibly  we  should  not  have  done  it,  because  we  did  help  raise 
tlie  children  that  started  the  next  war,  it  was  charged,  and  it  was  a 
vei7/  effective  charge.  But  if  we  do  not  do  something  along  the  line  of 
the  proposal  that  is  made,  I  am  convinced  that  we  cannot  get  another 
appropriation  for  the  Children's  Fund.  I  think  we  are  through. 

i  went  into  this  with  them  since  the  last  meeting,  and  they  say  that  if 
they  do  not  got  an  appropriation  to  go  on,  they  will  have  to  wind  up 
the  whole  thing,  and  that  is  just  too  bad,  because  the  thing  has  been 
before  the  Assembly  and  practically  agreed  to,  although  I  do  not  know 
whether  any  other  nations  are  going  to  make  any  contribution  toward 
it.  I  cannot  see  what  the  objection  will  be  to  taking  part  of  this  fund 
for  that  emergency  work.  Then,  if  we  get  into  a  jam  later,  that  is  the 
better  reason  to  come  back  on  than  to  come  back  in  a  couple  of  weeks 
and  say  that  we  want  $40  or  $50  million  for  the  Children's  Fund  in 
addition  to  what  we  have  just  done.  There  is  not  a  chance  in  the  House 


98 

or  Senate,  I  believe,  to  get  any  further  appropriation  for  relief,  so  we 
are  condemning  the  Children's  Fund  if  we  wind  up  without  doing 
something  for  them  in  this  bill. 

Mr.  Wood.  Senator,  I  cannot  predict  what  the  House  and  Senate 
might  do  in  that  respect.  It  seems  to  me,  as  I  said  here  in  the  last  meet- 
ing, the  very  foundation  of  any  Children's  Fund  or  anything  else  is 
supplying  the  minimum  amoimt  of  bread  grains  that  are  needed  in 
these  countries,  much  of  which  will  go  to  the  children.  If  you  just  take 
out  of  this  fund  the  amount  to  buy  the  sort  of  booster  items  like  cod 
liver  oil,  and  so  on,  you  are,  in  effect,  it  seems  to  me,  undermining  the 
ability  of  the  children  to  get  bread  to  eat. 

Senator  Smith.  I  understand  we  will  not  need  this  entire  fund  for 
some  time.  We  may  need  $75  million  before  the  next  harvest,  but  that 
is  quite  a  long  way  off.  Meantime,  this  work  will  be  stopped. 

FUNDS  NEEDED  BEFORE  TEAR's  END 

Mr.  Wood.  This  is  all  needed  before  the  end  of  the  year. 

Senator  Smith.  There  is  a  difference  of  opinion  on  that,  of  course. 
Mr.  Hoover's  survey  does  not  indicate  that. 

Mr.  Wood.  Mr.  Fitzgerald  testified  before  the  House  committee  to 
the  effect  that  the  needs  for  foods  from  this  coimtry — not  total  needs — 
of  the  countries  we  are  talking  about,  before  the  end  of  the  year,  come 
to  $296  million,  and  Mr.  Fitzgerald  was  Mr.  Hoover's  ad\dser  on  the 
question  of  food  requirements.  That  does  not  include  China,  either. 
That  was  just  for  Europe. 

Senator  Smith.  There  seems  to  be  a  difference  of  opinion  there,  be- 
cause this  movement  in  the  House,  I  am  advised,  to  reduce  this  appro- 
priation to  $200  million,  is  based  on  that  expectation.  It  may  be  wrong. 
I  thoroughly  understand  what  the  issues  are  here. 

Mr.  Wood.  It  is  very  wrong.  There  has  been  confusion  on  the  point 
since,  in  the  President's  budget,  it  was  estimated  that  $100  million  of 
this  amount  would  be  spent  in  fiscal  1947,  which  is  up  to  June  30  of 
this  year,  and  $250  million  in  fiscal  1948.  Some  people  have  jumped  to 
the  conclusion  that  only  $100  million  was  needed  until  the  end  of  this 
calendar  year,  which  is  entirely  wrong.  That  is  one  of  the  bases  for  this 
House  amendment,  which  we  hope  will  be  clarified  on  the  floor  of  the 
House  this  morning. 

Senator  Smith.  Mr.  Chairman,  I  just  want  to  raise  the  point,  be- 
cause I  think  we  are  facing  the  responsibility — no,  I  will  not  say  the 
responsibility,  because  the  responsibility  is  not  ours,  but  we  are  facing 
the  danger — of  closing  up  this  whole  child-feeding  business,  which  I 
think,  frankly,  is  one  of  the  most  important  parts  of  this  whole  move- 
ment. That  is  just  a  personal  view. 

Mr.  Wood.  I  might  say  in  that  connection,  Senator  Smith,  that  I 
think  plans  are  coming  along  now — there  have  been  some  difficulties — 
to  include  some  funds  in  a  general  drive  of  all  our  voluntary  relief 
agencies  for  child  feeding  and  welfare  work  in  Europe,  part  of  which 
will  perhaps  be  actually  turned  over  to  the  Children's  Fund,  and  then, 
as  you  perhaps  know,  Mi'.  Ording  is  working  on  organizing  volun- 
tary di'ives  in  many  countries  for  this  purpose.  I  do  not  think  it  fol- 
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lows  that  the  Children's  Fund  necessarily  will  close  up  if  there  is 
not  a  further  appropriation  now. 

Senator  Lodge.  Is  it  not  a  much  cleaner  operation  to  feed  the  chil- 
dren, and  less  chance  for  inefficiency  if  you  carry  the  food  right  to  their 
mouths,  as  it  were,  instead  of  having  the  consumer  get  it  through  com- 
mercial channels  ?  Is  that  not  right  ? 

Mr.  Wood.  In  that  respect  it  is.  On  the  other  hand,  the  items  in  this 
particular  bill  are  so  relatively  few  and  so  relatively  easy  to  watch 
that  I  do  not  think  there  is  any  very  great  difference  between  the  two. 
If  you  are  comparing  the  Children's  Fund  with  a  broad-scale  rami- 
fying operation  like  UNRKA,  there  is  a  great  difference. 

ORIGIN  OF  CHILDREN'S  FUND  PROPOSAL 

The  Cpiairman.  I  would  like  to  ask  Mr.  Sandifer  if  my  recollection 
is  wrong  that  when  this  Children's  Fund  was  proposed  in  the  Ameri- 
can delegation  at  the  General  Assembly  in  New  York,  and  we  were 
told  that  there  were  $550,000  available  as  a  nucleus  from  the  La- 
Guardia  fund,  that  the  general  statement  repeatedly  was  made  that 
that  was  to  be  a  nucleus  for  the  voluntary  contributions  from  humane 
institutions,  and  so  forth,  and  that  there  was  no  contemplation  of  any 
such  formidable  and  formal  proposal  as  we  now  have,  with  a  $100  mil- 
lion budget.  Am  I  wrong  about  that  ? 

Mr.  Sandifer.  There  was  a  statement  that  there  was  a  basic  nu- 
cleus of  approximately  $500,000,  and  then  there  was  also  the  thought 
that  there  might  be  a  basic  fund  obtained  from  some  of  the  residual 
funds  of  UNERA.  That  has  gone  through  quite  a  development  since 
then,  I  understand. 

Then  there  was  in  addition,  as  I  recall,  the  understanding  that  there 
would  be  voluntary  contributions,  that  the  thing  would  be  voluntary 
but  that  it  might  receive  voluntary  contributions  from  governments  or 
from  private  organizations,  but  the  contributions  made  by  govern- 
ments would  be  entirely  voluntary.  There  would  be  no  fixed  budget  or 
assessment  or  contributions.  The  exact  amount,  as  I  recall,  was  never 
fixed,  and  that  was  the  reason  that  there  was  this  provision  made,  that 
the  program  and  the  recommended  budget  of  the  organization  will  be 
subject  to  review  by  the  Economic  and  Social  Council. 

The  Chairman.  I  think  that  is  a  fair  statement  of  what  happened. 
That  is  the  way  I  recall  it,  except  that  my  memory  is  that  all  of  the 
emphasis  was  put  upon  the  fact  that  this  was  to  be  a  very  modest  start 
toward  an  ultimate  program,  and  that  it  was  not  to  involve  a  major 
activity  of  the  United  Nations  at  the  present  time.  Am  I  wrong  about 
that? 

Mr.  Sandifer.  I  think  that  is  correct.  But,  of  course,  the  people  who 
are  talking  in  terms  of  a  budget  of  some  such  figure  as  they  are  now 
discussing  consider  that  a  modest  figure,  I  assume. 

The  Chairman.  Well,  I  want  to  say  again,  I  love  children.  I  had  to 
say  that  every  20  minutes  up  at  the  delegation  meeting.  But  I  also 
love  orderly  processes  and  I  also  love  to  put  first  things  first. 

Can  we  get  back  to  these  amendments  ?  The  first  one,  you  will  notice, 
is  on  page  2,  line  5 : 
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PROCUREMENT  OF  SUPPLIES 

After  "1948"  strike  out  (.)  and  insert  in  lieu  thereof  ",  and  except  that  not 
more  than  six  per  cent  of  the  amount  herein  authorized  to  be  appropriated  shall 
be  used  for  the  procurement  of  supplies  outside  the  United  States  and  its  terri- 
torial possessions." 

I  think  we  pretty  generally  agreed  on  that.  Is  the  language  satisfac- 
tory, and  is  the  committee  prepared  to  approve  the  amendment  ? 

Senator  Thomas  of  Utah.  I  move  we  approve  it. 

Senator  Smith.  I  second  the  motion. 

The  Chairman.  Without  objection,  the  amendment  is  approved. 

Senator  Lodge.  What  is  there  in  this  bill  that  is  to  prevent  these 
funds  from  being  used  in  such  a  way  as  to  pauperize  the  people  who 
live  in  those  countries  ? 

The  Chairman.  What  do  you  mean  by  that  ? 

Senator  Lodge.  I  mean,  I  get  reports  that,  the  way  these  funds  are 
being  spent  now,  people  are  just  sitting  back  and  not  doing  any  work, 
and  are  just  collecting  the  proceeds  of  this  relief  as  a  sort  of  dole.  I  am 
not  talking  about  the  idea  that  we  had  here  last  week,  of  using  Ameri- 
can funds  to  pay  people  to  build  roads,  but  I  do  not  see  why  local  gov- 
ernments could  not  use  their  funds  to  have  people  do  this  work  once 
they  are  getting  fed,  so  that  tliey  would  make  some  effort  to  get  this 
relief,  not  to  just  sit  back  and  get  it  for  nothing  and  become  progres- 
sively more  and  more  indolent. 

USE   OF   LOCAL   CURRENCY 

Mr.  Wood.  That  is  one  reason  I  have  been  so  much  in  favor  of  using 
the  local  currency,  if  it  can  be  aiTangod,  for  such  things  as  road  build- 
ing, because  by  that  means — let  me  go  back  and  say  this.  In  mast  of 
these  countries,  and  it  is  particularly  true  of  Greece  and  Italy,  tlie 
problem  of  inflation  is  a  very  serious  one,  as  3^011  know.  There  is  the 
pro])lem  of  printing  c.urrenc3\  AVe  just  had  recent  reports  from  Italy 
again  to  the  effect  that  the  situation  there  looks  as  though  it  might 
be  getting  out  of  hand  again.  They  are  printing  currency  in  order  to 
carry  on  the  normal  activities  of  the  Government,  including  the 
absolutely  essential  work  on  roads  and  the  giving  of  employment,  for 
example.  We  have  had  food  and  employment  riots  in  Italy,  as  you 
know. 

The  problem  of  finding  the  local  currency  to  do  the  essential  tilings 
of  that  nature  in  these  countries  is  a  verj^  serious  one.  By  means  of 
these  funds  it  would  be  possible  to  get  those  tilings  done  and  at  the 
same  time  not  further  unbalance  the  budgets  of  these  countries. 

Senator  Ix)dge.  That  is  not  what  I  am  getting  at  at  all.  I  think  we 
settled  that  question  here  last  week.  We  are  not  going  to  u,<%  our  funds 
for  rehabilitation.  What  I  am  saying  is,  why  can  we  not  make  an  agree- 
ment with  these  foreign  governments  that  they  will  use  their  funds? 
They  have  plenty  of  money.  The  money  is  not  worth  much,  but  they 
h.ave  plenty  of  it,  so  that  when  we  feed  a  man  and  make  him  strong, 
they  will  get  some  work  out  of  him. 

Mr.  Wood.  That  is  the  problem.  The  only  way  they  get  money  is  to 
print  it.  That  further  undermines  confidence  in  the  currency,  and 
that  is  exactly  the  point  I  was  making. 


101 

Senator  Lodge.  I  thought  you  were  making  a  renewed  argument  for 
using  these  foreign  currencies  that  came  from  us. 

Mr.  Wood.  I  was  doing  both.  I  was  making  that  argument  too. 

Senator  Lodge.  I  do  not  want  to  bring  that  up.  We  settled  that.  I 
do  not  want  to  go  back  over  that  again. 

FREEDOM   FROM   WORK 

In  Athens,  for  instance,  four-fifths  of  th.e  people  are  getting  some 
kind  of  a  pension.  I  understand  that  this  new  fifth  freedom,  freedom 
from  work,  is  very  popular.  I  do  not  think  we  are  doing  people  a  favor 
when  we  ladle  out  to  them  this  relief  and  do  not  ask  a  thing  in  ex- 
change for  it,  and  I  do  not  see  why  we  should  have  to  pay  for  it.  They 
can  pay  for  it.  We  did  it  with  the  Arabs  in  Oran.  When  they  would 
unload  a  ship  during  the  war  we  fed  them  and  they  worked.  These 
people  get  fed  and  get  fairly  strong  and  sit  back  and  do  not  do  a  thing. 

Mr.  Wood.  I  quite  agree. 

Senator  Lodge.  Wliat  are  you  going  to  do  about  it  ? 

WORK  I^rcENTI^^2S 

Mr.  Wood.  The  only  thing  to  do  about  it  is  to  put  pressure,  as  we 
will,  on  the  governments  to  make  them  use  these  supplies  either  as 
incentives  to  produce  work  from  these  people,  or  to  pay  for  them.  The 
best  way  to  do  would  be  to  have  them  take  this  local  currency  and 
actuall}^  pay  them  to  work. 

Senator  Lodge.  Can  you  not  require  it,  rather  than  just  put  pressure 
on  tliem  ? 

Mr.  Wood.  That  is  a  rather  difficult  thing  to  put  into  a  bill.  There 
is  a  point  here  which  I  think  covers  it  very  definitely.  It  is  (e)  on  page 
4.  We  must  be  satisfied  that  the  country  has  taken  or  is  taking,  insofar 
as  possible,  the  economic  measures  necessary  to  i-educe  its  relief  needs 
and  to  provide  for  its  own  future  reconstruction. 

Senator  Lodge.  If  this  program  is  one  so  as  to  pauperize  all  these 
people,  there  is  going  to  be  an  awful  stench.  I  hope  that  does  not 
hapi^en. 

Mr.  Wood.  I  quite  agree.  But  I  want  to  say  to  you  that  if  each  of 
these  governments  embarks  on  a  great  progi'am  of  employment  of  its 
citizens,  it  certainly  in  the  case  of  Greece  and  Italy  will  so  further 
unbalance  the  budget,  if  that  has  to  come  entirely  out  of  the  printing 
pi-ess,  as  to  worsen  the  conditions  in  those  comitries. 

THE   USE   OP  MONET 

Senator  Lodge,  How  do  you  worsen  anything  more  than  to  de- 
moralize a  man  ?  What  is  money  for  ? 

Mr.  Wood.  The  money  is  for  running  the  Government,  doing  what 
public  works  and  so  on  can  be  done.  But  to  the  extent  that  you  try  to 
employ  everybody  in  Italy  by  printing  more  money  you  just  further 
unbalance  the  budget. 

Senator  Lodge.  I  did  not  say  that.  I  said  that  when  we  feed  a  man 
and  put  him  in  reasonable  shape  he  ought  to  make  some  effort.  If 
that  is  an  unreasonable  proposition,  make  the  most  of  it. 
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Mr.  Wood.  I  do  not  think  that  is  an  unreasonable  proposition.  There 
are  administrative  and  fiscal  problems,  Senator.  That  is  all  I  am  trjdng 
to  say. 

Senator  Lodge.  All  I  am  saying  to  you  is,  this  is  the  time  to  bring 
these  things  up.  This  Congress  is  getting  to  have  almost  enough  of  this 
business,  and  if  you  can  show  there  are  some  constructive  things  com- 
ing out  of  this,  that  this  is  something  new  and  this  is  not  a  rat  hole,  and 
these  men  will  be  brought  up  to  be  useful  citizens,  we  may  go  on  with 
it.  But  I  think  if  you  are  going  to  demoralize  them  and  pauperize  them 
with  it,  there  is  not  going  to  be  much  support  for  the  tiling. 

Mr.  Wood.  Of  course,  a  goodly  part  of  this  is  going  to  be  sold  to 
people  who  are  working  and  who  have  the  money  to  pay  for  it.  In  that 
respect  you  certainly  are  not  pauperizing  them.  To  the  extent  you  have 
to  distribute  it  to  the  people  wlio  are  unemployed  or  who  will  not  work 
for  one  reason  or  other,  you  run  the  danger  of  pauperization,  and  the 
reason  I  brought  in  this  other  question  is  that  I  do  feel  that  it  will  be  of 
considerable  value  in  preventing  that  pauperization  if  these  fmids  are 
available  to  employ  people  on  the  kind  of  things  we  are  talking  about. 

Those  funds  are  local  currency,  and  they  do  not  unbalance  tKe  econ- 
omy of  the  country  further  if  you  use  them  for  that  purpose,  and  in 
my  view  it  is  far  better  to  take  the  local  currency  and  go  to  an  Italian 
somewhere  and  say,  "You  go  to  work  on  this  project  and  we  will  pay 
you  so  much,  and  then  you  can  buy  tliis  food  that  the  Americans  are 
giving  us",  than  it  is  to  take  the  food  and  give  it  to  him  and  let  him 
sit  idly  on  his  doorstep  without  doing  any  work. 

A  DANGER  OF  PAUPERIZATION 

Senator  Smith.  That  is  getting  us  into  the  business  we  want  to 
avoid.  But  the  very  point  the  Senator  from  Massachusetts  brings  up 
is  what  ]Mr.  Hoover  is  insisting  on,  that  if  these  countries  do  have  a 
surplus  somewhere,  that  should  be  accounted  for.  The  whole  thing  is 
mixed  in  together.  There  is  a  danger  of  pauperization,  just  as  you  say. 
It  is  very  complicated. 

Senator  Lodge.  And  it  defeats  the  main  purpose  of  this  relief  pro- 
gram, as  I  understand  it. 

Senator  Smith.  If  they  think  they  are  going  on  year  after  year  it  is 
just  an  endless  process.  They  do  not  attach  aiiy  importance  to  putting 
strings  on  to  this. 

I  cannot  help  feeling  that  Mr.  Hoover's  recommendation  is  sound  on 
this.  He  has  been  through  this  thing  year  after  year. 

Senator  Lodge.  In  Oran  we  took  the  Arabs  and  we  fed  them  and 
they  unloaded  the  boats  and  we  paid  them.  He  was  self-respecting  about 
it;  he  would  much  rather  do  something  for  it,  and  it  just  took  a  little 
"moxie"  and  a  little  ingenuity  to  work  it  out.  I  hope  there  is  going  to 
be  some  "moxie"  in  this  program  that  is  going  to  go  with  it.  That  is 
what  I  am  looking  for. 

Tlie  CiTAiRiMAN.  We  might  requii-e  some  "moxie". 

Senator  Lodge.  Do  you  see  what  T  mean.  Afr.  Chairman  ? 

The  Chairman.  Yes;  I  do  not  know  whether  you  can  expand  (e) 
on  page  4  or  not :  "such  country  has  taken  or  is  taking,  insofar  as  pos- 
sible, the  economic  measures  necessary  to  reduce  its  relief  needs  and  to 
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provide  for  its  own  future  reconstruction."  You  might  add  another 
phrase  there  of  support  with  respect  to  the  particular  thing  you  have 
in  mind. 

Mr.  Wood.  I  think  anything  that  could  be  put  in  that  would  empha- 
size the  importance  of  that  ought  to  be  put  in.  I  do  not  want  you  to 
get  the  idea  that  any  of  us  feel  that  we  just  want  to  sit  back  and  fold 
our  hands  and  say  nothing  can  be  done  about  this.  Our  people  who  are 
running  this  show  there  are  going  to  be  very  much  concerned  about 
that.  I  personally  have  seen  some  of  the  people  in  Greece  sitting  around 
doing  nothing  with  the  roads  outside,  in  front  of  their  liouses,  impass- 
able, and  sitting  around  with  general  feeling  that  "Uncle  Sugar" 
will  take  care  of  the  situation. 

Senator  Lodge.  In  Naples  there  are  the  same  old  shell  holes  that  have 
been  in  the  streets  for  2  years,  and  the  place  is  just  teeming  with  people, 
and  they  are  not  doing  any  good  anywhere. 

The  Chairman.  Suppose  you  fuss  with  subsection  (e).  That  is  the 
place  to  do  it. 

Senator  Smith.  There  was  an  amendment  suggested  with  regard  to 
reparations.  What  are  we  going  to  do  with  that  question  ? 

The  Chairman.  I  would  like  to  get  through  with  these  three  amend- 
ments, if  we  can. 

Senator  Smith.  I  will  postpone  my  question. 

AN  AMENDMENT  ON  ADMINISTRATION 

The  Chair:man.  The  next  amendment  is  a  provision  to  insert  the 
following  paragraph  at  the  end  of  and  as  a  part  of  section  4 : 

With  respect  to  the  furnishing  of  relief  assistance  to  the  countries  in  Europe 
pursuant  to  this  Joint  Resolution,  the  President  shall  appoint,  by  and  with  the 
advice  and  consent  of  the  Senate,  an  administrator  who  shall  direct  the  super- 
vision in  Europe  of  such  relief  assistance.  Such  administrator  shall  receive  com- 
pensation at  a  rate  not  to  exceed  $12,000  per  annum,  and  any  necessary  ex- 
penses, as  the  President  shall  determine.  He  shall  act  in  accordance  with  the 
instruction  of  the  President. 

Is  that  language  satisfactory  to  the  committee  ? 

Senator  Lodge.  I  would  like  to  ask  a  question.  Should  we  not  have 
a  separate  one  for  each  country,  or  is  it  better  to  have  one  for  all 
Europe? 

Mr.  Wood.  The  thought  is  that  one  man  at  the  very  top  in  Europe  is 
required  as  an  administrator  of  the  whole  thing.  Then  there  are  in  each 
country,  under  him,  men  who  are  responsible  for  the  actual  adminis- 
tration within  that  country. 

Senator  Lodge.  Do  you  remember  the  Financial  Relief  Mission  in 
Hungary  after  the  last  war?  You  had  Jeremiah  Smith  as  your  top 
man  there,  and  he  did  a  remarkable  job.  He  was  not  arrogant,  yet  he 
was  not  so  soft  that  he  was  looking  for  immediate  popularity,  and  he  is 
venerated  today. 

It  seems  to  me  that  there  is  something  to  be  said  for  having  the 
Administrator  confirmed  by  countries,  because  the  man  in  the  country 
has  to  deal  a  lot  with  the  local  governments,  and  on  his  shoulders  is 
going  to  rest  the  success  or  failure  of  this  thing  to  a  very  large  extent. 

Mr.  Wood.  There  is  no  question  about  that.  Senator. 

Senator  Wilet.  He  will  be  an  Under  Administrator. 
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Senator  Lodge.  We  are  going  to  have  a  man  in  Hungary,  we  are 
going  to  have  a  man  in  Greece,  and  we  are  going  to  have  a  man  in 
Italy,  and  he  is  going  to  be  a  very  important  figure. 

Tiie  Chairman.  Do  you  want  to  confirm  all  of  those  ?  Is  that  what 
you  are  getting  at  ? 

Senator  Lodge.  I  was  just  wondering  whether  that  was  enougli  con- 
trol. I  am  not  raising  the  question.  If  you  think  it  is,  it  is  all  riglit  with 
me. 

The  Chairman.  I  do  not  think  we  can  go  into  too  great  detn.il  in 
attempting  to  establish  congressional  responsibility.  I  do  not  want  to 
create  the  semblance  of  sharing  the  responsibility  when  it  does  not 
j)roduce  much  of  anything  except  words. 

Senator  Lodge.  OK. 

The  Chairman.  I  agree  absolutely  and  completely  with  the  im- 
portance of  these  administrators. 

Mr.  Wood.  So  do  we,  and  I  can  assure  you  that  they  will  be  picked 
with  the  greatest  of  care. 

The  Chairman.  Without  objection,  the  second  amendment  is  agreed 
to. 

AMENDMENT  ON  USE  OF  LOCAIi  FUNDS 

Now  we  have  reached  the  third  amendment,  which  is  the  controver- 
sial one : 

Section  .  To  the  extent  that  relief  suppliers  procured  with  funds  ap- 

propriated pursuant  to  this  joint  resolution  are  not  furnished  on  terms  of 
repayment  in  dollars,  they  shall  be  furnished  only  upon  condition  that  the 
government  of  the  receiving  country  agree  that  when  it  sells  such  relief  supplies 
for  local  currency  (a)  the  amounts  of  such  local  currency  will  be  deposited 
by  it  in  a  special  account;  (b)  such  account  will  be  used  within  such  country, 
as  a  revolving  fund,  until  June  30,  1948,  only  upon  the  approval  of  the  duly 
authorized  representative  of  the  United  States,  for  the  purposes  specified  in 
this  joint  resolution,  including  local  currency  expenses  of  the  United  States 
incident  to  the  furnishing  of  relief;  and  (c)  any  unencumbered  balance  remain- 
ing in  such  account  on  June  30,  1948,  will  he  disposed  of  within  such  country 
for  such  purposes  as  the  United  States  Government,  pursuant  to  act  or  resolution 
of  the  Congress,  may  determine. 

I  think  that  accurately  reflects  the  committee's  general  agreement 
at  the  last  meeting,  except  in  the  third  from  the  last  line,  reading,  "will 
be  disposed  of  within  such  country,''  which  requires  disposition  of  the 
balance  within  each  country.  It  seems  to  me  our  thought  was  that  Con- 
gress was  to  be  a  free  agent  at  the  end  of  the  fiscal  year  to  determine 
what  shall  l)e  done  witli  the  balance. 

Senator  Thomas  of  L^tah.  I  think  it  is  better  to  strike  out  "within 
such  country-"  and  leace  "for  such  purposes  as  the  United  States 
Government,  pursuant  to  act  or  resolution  of  the  Congress,  may  deter- 
mine." 

The  thing  about  that  is,  you  may  clean  up  a  situation  in  some  coun- 
try and  have  a  little  balance.  Instead  of  bringing  it  back,  another 
country  might  be  in  the  red  and  need  something.  It  m.ight  be  better 
for  us  to  transfer  something  already  there,  rather  than  to  appropriate 
new  money. 

Senator  Barkley.  I  would  like  to  ask  this:  Suppose  that  the  bal- 
ance referred  to  there  is  a  very  small  balance.  Does  it  have  to  await 
an  act  of  Congress  before  anybody  can  dispose  of  it  or  do  anything 
with  it  ?  If  it  is  a  very  small  one.  Congress  might  not  feel  like  doing 
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anything  about  it.  Then  is  nobody  authorized  to  do  anything  with  it  ? 

Tlie  CiiAiRMAX.  I  think  in  the  lirst  place,  Senator  Barkley,  your 
hypothesis  is  probably  improbable,  because,  as  Ave  understand  the 
situation,  75  or  80  percent  of  this  relief  is  going  to  be  sold  for  local 
currency.  Is  that  not  correct  ? 

Mr.  Wood.  That  is  quite  correct. 

The  Chairman.  So  the  net  result  is  that  there  would  seem  to  be 
inevitably  a  very  substantial  balance  in  local  currency  at  the  end  of 
the  fiscal  year.  We  are  providing  in  this  amendment  that  it  can  be 
used  in  tlie  course  of  tliis  fiscal  year  as  a  revolving  fund  to  continue 
the  purposes  of  the  act.  But  it  was  our  general  agreement  a  week  ago 
that  Congress  ought  to  be  entitled  to  say  what  happens  to  the  balance 
at  the  finish. 

Senator  Barklf.y.  I  appreciate  that.  Nobody  can  tell  now  how  much 
the  balance  will  be,  and  I  would  not  want  a  situation  created  where 
Congress  would  not  do  anything  about  it  and  would  just  leave  what- 
ever balance  was  there  suspended  without  any  authority  from  any- 
body. 

Senator  Wiley.  It  will  probably  be  worthless  anyway. 

Senator  Barkley.  If  it  is  worthless,  Congress  is  not  going  to  waste 
much  time  over  it. 

The  Chairmax.  If  it  is  worthless,  we  have  not  lost  anything  by 
not  doing  anything  about  it. 

Now,  Mr.  Wood  still  objects  to  this  formula,  and  he  wants  to  be 
heard  again. 

MR.  wood's  views  ON  THE  AMENDMENT 

Mr.  Wood.  I  beg  the  pardon  of  the  committee.  I  do  feel  that  this 
is  such  an  important  question  that  at  the  risk  of  bui-dening  the  com- 
mittee further  and  perhaps  going  beyond  what  I  should,  I  would  like 
to  say  just  a  few  words  about  this  thing. 

The  Chairman.  We  want  you  to  be  quite  frank  about  this,  Mr. 
Wood. 

Mr.  Wood.  I  do  want  to  get  the  best  bill  and  the  most  workable 
bill  possible  from  the  standpoint  of  doing  the  job. 

Senator  Smith.  That  is  right.  We  are  with  you  on  that. 

Mr.  Wood.  Now,  let  us  consider  for  a  moment  the  question  of  what 
happens  in  the  period  between  now  and  June  30, 1948. 

We,  according  to  this  amendment,  determine  that  the  funds  will  be 
used  as  a  revolving  fund,  as  I  understand  it,  only  for  the  purchase  of 
those  items  which  are  specifically  authorized  in  the  bill  itself.  The 
chairman  just  used  the  phrase,  "used  to  continue  the  purposes  of  the 
act."  If  that  were  in  it  and  it  were  understood  reasonably  broadly 
that  the  purposes  of  this  act  were,  as  I  conceive  them  to  be,  to  give  it  to 
these  countries  free,  because  they  can't  buy  these  things  themselves; 
they  do  not  have  the  dollars  or  the  foreign  exchange  to  buy  them — the 
essential  food  and  other  items  for  the  purpose  of  preventing  suffering 
and  helping  them  get  on  their  own  feet,  and  if  that  were  the  w^ay  the 
purposes  of  this  act  were  interpreted,  tlien  I  think  if  we  said  "to  con- 
tinue the  purposes  of  the  act"  I  would  cease  speaking  right  at  this 
moment.  But  I  gather  that  that  is  not  the  intention  here.  The  intention 
is  to  limit  these  local  currency  proceeds  to  the  purchasing  in  the  coun- 
try of  the  items  which  are  authorized  for  purchase  in  tlii«  l^ill  jq  tl^a.t. 
correct  ? 
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The  Chairman.  I  do  not  know  why  they  have  to  be  purchased  in 
the  country  except  as  the  purchasinjor  possibilities  are  limited  by  the 
fact  that  you  have  only  local  currencies  to  spend. 

Mr.  Wood.  In  effect  you  can  not  buy  a  darned  thing  outside  of  Italy 
with  lira  today.  The  only  way  they  do  is  on  the  bilateral  barter 
system. 

The  Chairman.  Give  me  an  example  of  how  you  would  use  the 
language,  ''continue  the  purposes  of  this  act.*' 

Mr.  Wood.  I  would  interpret  it  in  such  a  way  as  to  use  the  lira  or 
the  drachma  that  are  obtained  for  relief,  for  welfare,  for  health.  I,  as 
I  said  before,  would  also  use  them  to  combat  this  problem  that  Senator 
Lodge  brought  up,  namely,  the  problem  of  actually  putting  people  to 
work  so  that  they  do  not  sit  around  on  their  fannies  getting  a  handout. 
The  Chairman.  That  is  another  problem,  and  we  are  sympathetic, 
but  I  think  we  agreed  last  time  that  rehabilitation  has  to  go  out  of 
this  bill.  You  still  have  something  in  your  mind  besides  rehabilitation 
that  you  could  do  under  this  language,  have  you  not? 
Mr.  Wood.  Yes. 

Any  expanding  of  the  authority  under  this  bill  to  use  these  local 
proceeds  would  be  desirable,  because  I  am  perfectly  sure,  as  you  in- 
dicated, that  if  it  had  to  be  spent  only  for  these  items  in  the  country, 
you  would  not  spend  any  of  it — perhaps  5  percent — and  all  you  would 
be  doing  would  be  sterilizing  a  very  large  amount  of  local  currency 
until  June  30,  1948. 

THE   QUESTION   OF  REHABILITATION 

The  Chairman.  I  think  you  have  a  point.  Give  me  an  example.  I  do 
not  want  to  go  into  rehabilitation.  I  am  perfectly  willing  to  stay  pretty 
broadly  within  relief. 

Senator  Thomas  of  Utah.  Senator  Vandenberg,  you  have  an  idea 
that  cleaning  up  the  streets  is  rehabilitation  ? 

The  Chairman.  I  think  building  roads  is  rehabilitation. 

Senator  Thomas  of  Utah.  There  are  roads  and  roads.  But  it  seems 
to  me  that  where  you  had  a  city  destroyed  by  fire,  or  a  city  destroyed 
by  explosion  and  what  not,  that  there  is  just  endless  manual  labor  that 
can  be  done  that  is  not  rehabilitation  at  all,  but  which  man  can  do  for  a 
meal.  The  unloading  of  ships  has  been  mentioned  here  by  Senator 
Lodge.  Now,  there  are  places  where  an  explosion  comes,  and  immedi- 
ately people  start  making  repairs.  It  all  depends  upon  the  habits  of  the 
people.  You  get  into  a  land  like  Greece,  where  they  just  simply  do  not 
like  to  do  anything  for  a  community  purpose,  and  where  they  will  not , 
even  clean  up  their  own  front  yards,  and  you  have  one  outlook.  But 
you  get  into  a  land  like  Japan,  and  before  a  building  is  down  they  are 
building  another  right  in  its  place.  It  is  ingrained  in  the  people. 

I  think  you  will  find  that  in  Germany  the  people  are  cleaning  up. 
Many  of  the  children  are  working. 

Senator  Barklet.  Thei-e  they  are  cleaning  up  in  the  sense  that  they 
are  taking  the  rubbish  off  tlie  sidewalks  and  piling  it  in  the  doors  of 
devastated  houses  and  in  lots,  so  that  they  can  go  along  the  streets  and 
the  sidewalks.  They  are  not  doing  anytliing  to  rebuild. 

Senator  Thomas  of  Utah.  But  the  thing  of  it  is  that  that  has  to  be 
done.  You  have  to  open  up  the  ways.  In  Berlin,  for  example,  the  Ger- 
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mans  in  defense  matters  took  their  streetcars  and  used  tliem  as  barri- 
cades, and  all  that  sort  of  thing.  Well,  that  work  costs  thousands  and 
thousands  of  dollars  to  clean  up.  It  is  necessary ;  it  is  not  rehabilitation. 

QUESTION  OF  THE  DEFINITION  OF  REHABILITATION 

Mr.  Wood,  One  of  the  real  problems  you  run  into — we  found  it  in 
connection  with  the  UNRRA  problem — is  a  definition  of  what  con- 
stitutes rehabilitation.  There  was  an  attempt  made  to  distinguish  be- 
tween reconstruction  and  rehabilitation,  and  rehabilitation  was  con- 
sidered to  mean  the  laying  of  a  piece  of  track  on  a  railroad  that  had 
been  blown  up.  That  was  not  regarded  as  reconstruction.  These  are  fine 
points,  and  you  can  rationalize  on  them. 

Wliat  I  have  in  mind,  Senator  Vandenberg,  is  this :  I  do  not  know 
what  you  would  call  it,  but  aside  from  what  Senator  Thomas  is  talking 
about,  the  cleaning  up  of  debris,  if  there  is  a  hole  in  a  road,  if  a  bomb 
has  made  a  hole  in  it,  is  it  rehabilitation  to  fill  that  in  with  some  dirt 
that  the  day  laborer,  who  can  be  paid  in  lira,  can  dig  up  with  a  spade  ? 

A    FOOD    TICKET 

Senator  Lodge.  Why  do  you  have  to  pay  him  in  lira?  Why  can  he 
not  get  a  food  ticket  and,  when  he  fills  the  hole,  get  the  food  ?  IVliy  do 
you  have  to  give  him  any  money  ? 

Mr.  Wood.  It  really  amounts  to  the  same  thing. 

Senator  Hatch.  Could  you  not  kill  two  birds  with  one  stone  if  you 
would  work  out  the  proper  language,  carrying  out  the  suggestion  that 
Senator  Lodge  made,  to  require  the  recipients  of  this  assistance  to 
either  pay  for  it  in  local  currency  or  to  render  services  in  labor  to 
equivalent  value? 

I  do  not  think  that  is  rehabilitation. 

Senator  Smith.  No.  That  is  just  a  way  of  paying  for  it. 

Senator  Lodge.  In  Germany  last  December,  when  people  were  still 
fairly  well  fed,  they  did  a  tremendous  amount  of  work.  Then,  as  the 
German  diet  became  less  and  less,  they  did  less  and  less  work,  and 
when  I  was  in  Frankfurt  last  time  there  had  been  practically  nothing 
done  in  the  course  of  a  year  because  the  people  shnply  did  not  have  the 
pep.  Germans  are  a  very  industrious  people  if  they  have  the  physical 
strength.  They  like  to  work.  They  like  to  clean  things  up.  And  if  you 
feed  those  people  and  give  them  a  ticket  so  they  can  get  their  food  as 
a  result  of  the  work,  it  seems  to  me  you  kill  two  birds  with  one  stone. 

Mr.  Wood.  I  think  there  is  something  in  that. 

Senator  Hatch.  That  could  be  done  in  that  paragraph  right  there. 

Mr.  Wood.  You  have  to  take  account  of  people  that  are  crippled  or 
sick.  You  have  to  be  able  to  give  some  free  to  people  who  cannot  work. 

NO    lid    on    the    LEGISLATION 

Senator  White.  Mr.  Wood,  it  seems  to  me  that  if  we  accept  your 
conclusion  that  rehabilitation  should  be  included  within  the  scope  of 
this  legislation,  and  if  we  accept  the  illustrations  which  you  have 
given,  the  lid  is  kicked  right  off.  There  is  no  lid  on  this  legislation 
then.  You  may  make  a  limit  by  limiting  it  to  seed  and  food  and  fer- 
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tilizer  and  things  of  that  sort,  but  if  you  can  build  docks,  if  j^ou  can 
build  railroads,  if  you  can  repair  roads,  if  you  can  build  factories, 
there  is  no  ceiling  at  all,  and  we  might  just  as  well  go  back  to  the  first 
pace  and  take  that  $350  million  which  is  named  there  and  treble  it 
three  or  four  times,  because  the  work  which  you  have  in  mind  will 
never  be  done  at  the  figure  we  have  in  mind  when  we  place  $350 
million  as  the  top. 

]Mr,  "Wood.  ]SIay  I  just  say  this,  Senator,  that  the  $350  million  is  the 
figure  expressed  in  dollars  with  which  food — chiefly  food — and  so  on 
will  be  purchased,  which  will  be  sent  into  the  country.  Now,  no  more 
money  than  that  can  be  spent  under  this  bill.  It  is  only  the  question  of 
what  is  obtained  in  the  way  of  lira  for  those  supplies,  and  that  amount 
of  lira  is  limited  by  the  amount  of  the  supplies,  which  themselves  are 
fixed,  that  can  go  in,  so  that  I  am  only  speaking  now  of  making  use  of 
that  local  currency.  If  we  give  these  supplies  to  these  countries  as  a 
free  grant  we  have  limited  the  amomit  we  have  given  to  them.  It 
seems  to  me  that  we  have  the  right,  and  we  should  exercise  the  right, 
to  make  sure  that  they  take  those  local  proceeds  and  spend  them  for 
wortliwhile  purposes.  But  if  we  have  granted  them  the  supplies,  then, 
in  effect,  the  money  that  they  have  paid  in  their  own  country  belongs 
to  them,  otherwise  we  are  making  them  a  loan,  which  is  a  different 
proposition. 

Senator  WiirrE.  I  do  not  see  how  we  can  do  what  you  have  in  mind 
with  any  such  limitation  as  $350  million  carried  in  this  legislation, 
and  5'ou  might  just  as  well,  at  one  time  as  another,  face  the  issue  and 
make  it  $1,350  million  if  we  are  going  to  include  within  relief  work 
these  additional  expenditures  for  food,  clothing,  fertilizer  and  such. 

Mr.  Wood.  But,  Senator,  not  one  penny  of  this  appropriation  will 
be  spent  for  those  purposes.  It  will  be  only  for  the  lira  which  are  ob- 
tained by  selling  the  goods  we  import  into  thase  countries  under  this 
bill  that  would  be  spent  for  those  purposes,  and  I  will  say  to  you  very 
frankly  here  and  now  that  I  know  tliat  not  one-tenth  of  the  very 
fundamental  rehabilitation,  such  as  the  filling  up  of  holes  in  the  roads, 
or  tlie  restoration  of  a  hospital  that  has  been  bombed  out.  not  one- 
tenth  of  what  ought  to  be  and  could  be  done  in  those  coimtries  along 
those  lines,  will  be  done  if  we  use  all  these  proceeds  for  that  j^urpose. 
But  there  is  a  very  definite  limit  placed  on  it,  and  that  limit  is  the 
amount  of  goods  that  are  bought,  which  is  itself  limited  with  these 
dollars  that  go  into  the  country.  Tliose  are  sold  for  lira  or  drachma  or 
pengo  or  whatever  you  sell  them  for,  and  it  is  only  those  that  are  lim- 
ited that  would  be  spent  for  these  purposes. 

But  I  feel  so  strongly  that  we  are  in  effect  handcufUng  the  people 
of  the  country  themselves  in  their  efforts  to  do  what  they  can  by  their 
own  effort  to  repair  their  roads  and  do  things  of  that  nature,  to  start 
welfare  activities  or  the  counterpart  of  YIVICA  activities  in  the  conn- 
trj'.  We  are  handcuffing  them,  preventing  them  from  doing  as  mucli  as 
possible  for  themselves,  and  God  knows  from  what  I  have  seen  over 
there  it  is  all  needed. 

Senator  White.  You  spoke  the  other  day  of  coming  within  the  scope 
of  this  authority  the  building  of  railroads,  the  building  of  factoi'ies, 
the  building  of  docks  and  warehouse  and  harbor  improvements  and 
all  those  sorts  of  things. 
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Now,  I  am  just  stating  that  it  is  my  firm  conviction  that  if  those 
activities  of  that  sort  are  within  the  scope  of  this  legislation,  we  are 
fooling  ourselves  and  everybody  else  when  we  talk  about  $350  million. 

USE  OF  LOCAL   CURRENCY 

The  Chairman.  Mr.  "VYood  has  this  to  be  said  in  favor  of  his  argu- 
ment. The  limitations  in  this  bill  are  dollar  limitations.  We  are  now 
talking  about  a  different  limitation.  We  are  talking  about  a  local  cur- 
rency limitation,  which  is  a  different  problem,  because  you  confront  a 
distinctly  constricted  area  in  which  you  can  spend  local  currency. 

All  right.  Now  it  would  be  within  the  purposes  of  this  bill,  so  far  as 
I  am  concerned,  if  you  use  relief  for  the  purpose  of  making  its  recipi- 
<cnt  earn  the  relief.  And  it  is  within  the  purposes  of  this  bill  if  you  have 
to  buy  some  cement  in  order  to  put  him  to  work  to  earn  his  food.  Can 
you  not,  then,  use  this  language,  or  can  you  not  write  language,  which 
j>ermits  the  revolving  fund  to  be  so  used?  We  are  not  talking  about 
what  happens  to  the  use  of  the  dollars.  The  use  of  the  dollars  is  strictly 
limited,  as  on  page  1.  Now,  can  we  not  still  limit  even  the  use  of  the 
lira  so  that  we  do  not  confront  the  exposure  that  Senator  "WHiite  refers 
to,  and  which  is  the  one  to  which  I  object,  naniely,  the  deliberate  in- 
jection of  what  everybody  would  admit  is  rehabilitation  into  this  bill  ? 
Can  you  not  broaden  the  language  so  far  as  the  use  of  the  local  cur- 
rency fund  is  concerned,  to  still  be  confined  to  relief?  And  under  any 
proper  interpretation,  can  you  not  make  expenditures  outside  and 
beyond  the  definition  for  the  ue  of  the  dollars  a  rather  limited  sort  of 
thing? 

Mr.  Wood.  We  might  try  that. 

USE    OF    THE    word    "rEPAIr" 

May  I  make  one  suggestion  which  I  do  honestly.  Do  you  suppose 
the  use  of  the  word  "repair"  would  meet  your  thought  on  that? 

The  Chairman.  No. 

Mr.  Wood.  That  would  allow  the  repair  of  a  road,  for  example. 

The  Chairman.  No.  I  think  when  you  use  the  word  "repair"  you 
are  into  the  bracket  of  rehabilitation.  The  thing  I  am  thinking  about 
is  (b)  : 

Such  account  will  be  used  within  such  country,  as  a  revolving  fund,  until 
June  30,  1&48,  only  upon  the  approval  of  the  duly  authorized  representative  of 
the  United  States,  for  the  purposes  specified  in  this  joint  resolution,  including 
local  currency  expenses  of  the  United  States  incident  to  the  furnishing  of 
relief ;. 

Senator  White.  As  specified  in  section  1. 

The  Chairman.  No,  because  that  obviously  does  not  work  when  you 
have  local  currency  to  spend.  You  have  nothing  to  spend  it  on.  But  if 
it  is  still  spent  on  relief  and  not  on  rehabilitation,  I  have  no  objection 
in  the  world,  and  I  fully  understand  that  relief  under  those  circum- 
stances may  come  very  close  to  the  rehabilitation  line  in  a  moderate 
sort  of  way,  but  it  certainly  would  not  go  to  the  extent  of  building  a 
hospital  or  starting  out  to  build  a  four-lane  highway,  or  anything  of 
the  sort. 

Mr.  Wood.  Well  now,  under  those  circumstances  suppose  you  had 
some  food  and  you  had  some  unemployed  men. 
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The  Chairman.  Yes  ? 

Mr.  Wood.  And  you  said  to  those  unemployed  men,  "Come  on,  boys,, 
with  your  picks  and  shovels,  and  we  will  give  you  some  food  and  then 
we  will  put  you  to  work,  and  you  will  work  out  that  food  in  repairing 
the  road."  Would  that  be  in  line  with  your  intent? 

The  Chairman.  Then  what  have  you  got  to  spend  in  addition  on 
the  job  of  repairing  the  road  ? 

Mr.  Wood.  Then  the  local  government  must  buy  the  picks  and  the 
shovels,  must  buy  the  gravel,  and  so  on,  and  put  it  in  there. 

The  Chairman.  I  think  you  are  still  completely  within  relief  under 
those  circumstances. 

Mr.  Wood.  In  other  words,  your  thought  would  be  that  so  long  as  a 
man  is  put  to  work  and  is  paid  for  working  with  actual  food,  no  matter 
what  he  works  on,  that  would  be  all  right  ? 

Senator  Wiley.  If  he  is  in  need. 

The  Chairman.  If  he  is  in  need,  I  think  that  is  intelligent  relief,  and 
that  is  the  relief  that  Senator  Lodge  is  talking  about. 

Senator  Lodge.  Yes. 

Senator  Hatch.  It  should  be  confined  to  public  works. 

PROPOSED    LANGTJAGE 

Senator  Lodge.  Suppose  you  put  language  in  there  in  section  (e), 
line  9 : 

(e)  such  country  has  taken  or  is  taking,  insofar  as  possible,  the  economic 
measures  necessary  to  reduce  its  relief  ends,  to  organize  useful  piiblic  or  private 
employment  which  must  be  accepted  by  all  persons  in  such  countries  who  are 
able  to  work  as  a  condition  precedent  to  receiving  relief  assistance,  and  to  pro- 
vide for  its  own  future  reconstruction ;. 

The  Chairman.  My  difficulty  in  putting  it  in  at  that  point  is  that  it 
applies  to  the  expenditure  of  dollars. 

Senator  Lodge.  That  is  true. 

The  Chairman.  I  want  to  aj^ply  these  latitudes  to  the  expenditure 
of  the  local  currency. 

Senator  Lodge.  That  is  correct. 

Senator  Smith.  It  would  come  in  the  new  section. 

The  Chairman.  I  think  it  ought  to  come  in  the  new  section. 

Senator  Barkley,  How  about  this  authority,  "for  the  purposes 
specified  in  this  joint  resolution?"  Why  would  it  not  solve  the  purpose 
to  say,  "for  the  relief  purposes  contemplated  in  this  joint  resolution?'^ 

Would  that  not  be  broad  enough  to  enable  him  to  do  wliat  he  is 
talking  about? 

The  Chairman.  ^Yliat  have  you  to  say  to  that.  Mr.  Wood. 

Mr.  Wood.  I  am  not  quite  sure  that  I  would  understand  what  that 
would  mean :  "for  the  relief  purposes  contemplated  in  this  joint  resolu- 
tion." 

Senator  Barkley.  It  would  enable  you  to  administer  the  act  in  the 
spirit  of  its  intention,  rather  than  to  be  limited  to  its  specified  thing  as 
written  out  in  the  act. 

Mr.  Wood.  The  purposes  of  this  resolution,  and  the  purposes  contem- 
plated in  this  resolution,  are  primarilv  to  make  available  su|)plies 
which  the  countries  need  which  they  cannot  buy  themselves.  I  would 


Ill 

have  a  little  difficulty  in  knowing  exactly  how  to  interpret  as  general  a 
statement  as  that. 

Senator  Barkley.  It  was  just  a  thought  thrown  out. 

The  Chairman.  Let  me  make  a  suggestion.  I  do  not  know  whether 
I  am  willing  to  go  this  far,  but  I  think  perhaps  I  am.  Kemember,  we 
are  dealing  solely  with  the  use  of  these  local  currencies.  Suppose  you 
made  it  read,  "for  relief  and  work  relief  purposes." 

Mr.  Wood.  That  might  work.  In  other  words,  we  are  coming  around, 
it  seems  to  me  in  this  discussion,  when  we  say  it  does  not  matter  what 
a  man  works  on  so  long  as  he  is  put  to  work  to  pay  for  his  food  through 
his  work. 

The  Chairman.  Exactly. 

Mr.  Wood.  That  is  what  we  are  saying.  Now,  we  are  coming  around 
to  the  point  of  saying,  really,  that  whether  we  give  hun  food  or  whether 
we  give  him  money,  the  main  thing  we  want  to  do  is  to  use  this  fund 
only  to  compensate  him  for  his  work  and  not  to  buy  materials  for  him 
to  work  with. 

Tlie  Chairman.  That  is  the  point. 

Mr.  Wood.  Then  why  don't  we  say  something  like  "for  these  purposes 
and  work  relief"  or  something  such  as  you  have  suggested,  with  the 
understanding  that  actually,  in  certain  cases,  an  unemployed  man 
might  be  paid  lira  for  his  services  with  which  he  could  buy  food,  or  he 
might  alternatively  be  given  food  directly  for  his  services.  I  think  that 
would  be  well. 

Senator  Hatch.  That  is  exaclty  the  point  I  had  in  mind  in  the  sug- 
gestion I  made,  because  it  does  help  to  get  away  from  the  pauperiza- 
tion of  these  people,  and  it  points  it  out  very  definitely  and  directly. 

INIr.  Wood.  I  think  that  might  be  workable. 

The  Chairman.  Why  have  you  not  done  it  if  you  say  "for  relief  and 
work  relief  purposes"?  This  is  down  in  subsection  (b)  :  "such  account 
will  be  used  within  such  country,  as  a  revolving  fund,  until  June  30, 
1948,  only  upon  the  approval  of  the  authorized  representative  of  the 
United  States,  for  relief  and  work  relief  purposes."  Then  strike  out 
the  rest  of  it. 

local  currency  expense 

Senator  Smith.  Would  you  include  the  local  currency  expense  ? 

The  Chairman.  Strike  out  "specified  in  this  joint  resolution"  and 
leave  in  "including  local  currency  expenses  of  the  United  States  inci- 
dent to  the  furnishing  of  relief;". 

Mr.  Wood.  You  would  leave  the  latter  in? 

The  Chairman.  Yes. 

;Mr.  Wood.  May  I  just  ask  one  further  question  ? 

The  Chairman.  Let  us  make  it  plain  what  we  have  done.  We  have 
not  changed  in  any  way  the  limitation  on  the  dollar  fund.  We  are 
dealing  solely  with  the  expenditure  of  the  local  currency  funds. 

]Mr,  Wood.  That  is  correct. 

Senator  Lodge.  Then  this  deals  vrith  only  6  percent  of  the  bill. 

Senator  Smith.  No,  94  percent. 

Senator  Lodge.  Most  of  the  funds  in  this  bill  will  be  spent  in  this 
country.  You  can  go  ahead  and  pauperize  them  with  your  dollar  ex- 
penses as  much  as  you  want  to,  under  that. 
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The  CiiAiRMAX.  The  dollar  expenditure  is  for  wheat  shipments  into 
Italy.  Then  the  bread  made  out  of  that  wheat  is  sold  to  people  who  can 
pay  for  it  in  lira. 

Senator 'Smith.  Or  in  sen^ices. 

Mr.  Wood.  And  tliose  funds  are  put  into  this  special  account. 

The  Chairman.  How  much  of  this  is  ^oing  to  be  work  relief? 

Mr.  Wood.  If  you  import  $100  million  worth  of  wheat  into  Italy,, 
you  take  off  your  transjwrtation  charges  and  you  may  get  down  to> 
$80  million.  Suppose  you  distribute  20  percent  of  that  free  to  people 
who  cannot  work.  That  brings  you  down  to  $64  million.  You  sell  the 
$64  million  worth  of  bread  there  and  you  get  the  equivalent  in  lira. 
I  do  not  know  how  many  lira  there  are  to  a  dollar  at  the  moment,  but 
all  of  that  particular  amount  that  you  have  received  in  exchange 
for  the  bread  you  have  sold  in  lira  could  be  used  for  this  purpose. 

The  Chairman.  Exactly. 

Senator  Lodgk.  In  other  words,  under  Senator  Vandenberg's  amend- 
ment it  means  that  insofar  as  possible  this  American  aid  is  going  to 
l3e  used  in  such  a  way  that  the  able-bodied  man  who  receives  it  will 
have  to  work  for  it. 

The  Chairman.  Or  pay  for  it,  one  or  the  other.  That  is  exactly  true. 
Any  able-bodied  man  will  either  pay  for  it  or  work  for  it. 

Senator  Hatch.  There  is  nothing  in  the  bill  that  would  require  the 
local  government  to  sell  the  wheat  or  give  it  away. 

Mr,  Wood.  I  do  not  think  we  have  put  anything  in  the  bill  that  i-e- 
quires  it.  However,  again  you  come  back  to  the  point  that  miaybe  it 
ought  to  be  in  the  agreement  or  the  bill  that  if  they  do  not  agree  to 
sell  it,  you  say,  "Boys,  there  is  no  more  relief  coming  in.*' 

The  Chairman.  Yes. 

Mr.  Wood.  You  have  that  sanction  always,  Senator,  and  I  think  that 
is  sufficient. 

Senator  Hatch.  And  that  procedure  will  be  followed  ? 

Mr.  Wood.  That  will  be  followed,  absolutely,  wherever  this  can  be 
sold,  and  there  are  many  people  who  have  money  in  these  countries — 
local  cuiTency,  not  dollai-s. 

Senator  Tx)dge.  This  is  a  question  that  will  be  asked,  I  think,  by  some 
people  on  the  floor:  "To  the  extent  that  relief  supplies  procured  with 
funds  appropriated  pui-suant  to  this  joint  resolution  are  not  furnished 
on  terais  of  repayment  in  dollars" — some  will  say,  "Why  extend  them 
that  relief?" 

Mr.  Wood.  That  is  put  in  there  only  in  case  at  any  time  it  is  found 
that  any  small  amount  were  required  for  repayment  in  dollai^.  It  is 
not  anticipated  that  that  would  be  the  case,  in  view  of  the  foreign 
exchange  situation  in  these  countries.  It  is  just  one  of  the  caveats  that 
the  lawyers  sa}^  vre  have  to  put  in  there. 

AID   TO   BE   SOLD   BY   LOCAL  GOVERNMENT 

Senator  Lodge.  Do  you  contemplate  tliat  most  of  this  aid  is  going  to 
be  sold  by  the  local  government? 

The  Chairman.  We  have  been  told  that  80  percent  of  it  is  to  be  sold^ 
in  all  probability. 

Senator  Wiley.  Because  they  have  the  currency — plenty  of  it. 
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Senator  Lodge.  I  thought  when  I  asked  you  whether  there  w^as  going 
to  be  any  cash  in  this  thing  you  said  there  was  not. 

Mr.  Wood.  There  is  no  cash  repayment  at  all. 

Senator  Lodge.  I  thought  we  were  going  to  buy  the  food  over  here 
and  send  it  over  there.  Now  then,  we  send  the  food  to  the  government 
over  there,  and  the  government  sells  it. 

Mr.  Wood.  The  food  is  imported  into  tlie  countrj\  We  use  the  govern- 
ment's services,  under  close  supervision,  for  the  actual  distribution  of 
the  food. 

USIXG   LOCAL  DISTRTBUTION" 

Senator  Lodge.  But  with  the  feeding  of  the  children  j'ou  put  the 
food  into  the  children's  mouths  in  the  schoolhouse. 

Mr.  Wood.  Local  and  governmental  officials  do  it  too.  We  obviously 
could  not  send  in  the  thousands  of  people  required  actually  to  un.load 
the  ships,  to  grind  the  wheat,  to  bake  the  bread,  to  cari*y  the  bread  out 
and  distribute  it  to  individuals.  We  have  got  to  use  the  local  distribu- 
tive facilities  under  very  careful  spot  checking  and  supervision. 

Senator  Lodge.  The  local  government  is  going  to  sell  the  food? 

Mr.  Wood.  Exactly.  The  local  government  sells  the  food.  We  watch 
it  carefully  to  see  that  they  sell  it  at  the  right  price. 

Senator  Lodge.  And  the  local  politician  is  getting  the  money  out 
of  it. 

Mr.  Wood.  It  comes  into  the  special  account,  and  the  local  politician 
is  very  carefully  watched.  The  alternative,  Senator,  would  be  to  send 
in  an  army.  We  just  could  not  do  it. 

The  Chairman.  Section  4  says,  ""Wlien  supplies  are  transferred  or 
otherwise  made  available  to  any  country  pursuant  to  this  joint  resolu- 
tion, the  President  shall  cause  representatives  of  the  Government  of 
the  United  States :  ( 1 )  to  supervise  tlie  distribution  of  such  supplies 
among  the  ]>eople  of  such  country,  and  (2)  to  observe  and  report  Avith 
respect  to  the  carrying  out  of  the  assurances  given  to  the  President 
pursuant  to  section  3." 

super\'ision  of  funds 

Now,  section  3,  "No  relief  assistance  shall  be  provided  under  the 
authority  of  this  joint  resolution  to  the  people  of  any  country  unless 
the  government  of  such  country'  has  given  assurance  satisfactory  to 
the  President;  (a)  that  the  supplies  transferred  or  otherwise  made 
available  pursuant  to  this  joint  resolution,  as  well  as  similar  supplies 
produced  locally  or  imported  from  outside  sources,  will  be  distributed 
among  the  people  of  such  countr3/  without  discrimination  as  to  race, 
creed,  or  political  belief;  (b)  representatives  of  the  Government  of  the 
United  States  and  of  the  press  and  radio  of  the  United  States  will  be 
penuitted  to  observe  freely  and  to  report  fully  regarding  the  distribu- 
tion and  utilization  of  such  supplies;  (c)  full  and  continuous  publicity 
will  be  given  within  such  country  as  to  the  purpose,  source,  character,, 
scope,  amounts  and  progress  of  the  U.S.  relief  program  carried  on 
therein  pursuant  to  this  joint  resolution;"  and  so  forth  and  so  forth. 
I  do  not  know  how  you  can  tie  that  down  any  tighter  than  that. 

Senator  White.  From  what  were  you  reading? 

The  Chairman.  The  bill,  section  3. 
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Senator  Lodge.  I  hate  the  idea  of  those  birds  touching  any  money. 

The  Chairman.  They  do  not  get  any  money.  They  get  the  local  cur- 
rency, I  suppose.  Well  now,  you  have  them  supervised  by  Americans ; 
you  have  them  supervised  by  full  publicity. 

Senator  Lodge.  I  realize  they  even  did  things  with  the  army  there. 
When  they  fed  those  Arabs  in  Oran  each  Arab  put  on  12  pounds.  He 
was  hapj)y,  we  were  happy,  the  ships  were  unloaded,  he  had  self-respect 
and  he  respected  us,  and  of  course  the  local  politicians  never  got 
within  1,000  yards  of  it,  and  that  is  the  ideal  way  to  run  that  sort  of 
thing. 

jMr.  Wood.  You  had  an  army  there  ? 

Senator  Lodge.  That  is  correct.  That  is  some  observation. 

Mr.  Wood.  I  might  say,  gentlemen,  that  I  would  be  perfectly  certain 
that  this  would  not  be  a  100-percent  job.  There  will  be  an  occasional 
fellow  out  in  the  country  who  happens  not  to  be  checked  up  on  who 
will  get  away  with  something,  but  I  do  not  see  how  you  can  expect  a 
100-percent  job  to  be  done.  We  have  tried  to  conceive,  in  the  light  of 
our  UNERA  experiences  with  these  abuses,  of  every  conceivable 
guard  here. 

Senator  Lodge.  Congress  will  be  awfully  sore  if  we  have  any  abuses 
here. 

]\Ir.  Wood.  You  have  a  different  proposition  with  these  southern 
Europeans. 

The  Chairman.  I  must  say  that  I  think  this  bill  has  got  more  pre- 
cautionary language  in  it  than  any  bill  I  ever  saw  in  my  life. 

Senator  Lodge.  It  ought  to  be  tough. 

Mr.  Wood.  We  have  seen  what  is  going  on^  and  believe  me,  I  as  an 
American  citizen  do  not  want  to  see  them  going  on  any  more. 

Senator  Hickenlooper.  From  an  administrative  standpoint,  is  it 
of  any  benefit  to  provide  that  our  administrators  over  there  see  to  it 
that  t]i(?  prices  are  published?  Is  that  a  deterrent  to  graft? 

Mr.  Wood.  Very  much  so.  The  fellow  who  buys  these  items,  if  he 
finds  he  is  paying  more  than  the  published  price,  is  going  to  raise  a 
little  hell. 

Senator  Hickenlooper.  As  surely  as  you  go  in  there  and  let  them 
sell  fill  this  stuff  at  black-market  prices  you  are  going  to  have  trouble. 

The  Chairman.  I  call  your  attention  to  (c)  at  the  top  of  page  4 : 

Full  and  continuous  publicity  will  be  given  within  such  country  as  to  the 
purpose,  source,  character,  scope,  amounts  and  progress  of  the  United  States 
relief  program  carried  on  therein  pursuant  to  this  joint  resolution  ; 

Senator  White.  Who  is  going  to  do  that  ? 

Senator  Hickenlooper.  A  lot  of  these  are  details  put  into  the  bill. 

Mr.  Wood.  Price  is  important.  We  are  going  to  insist  on  the  publica- 
tion of  price.  We  are  going  to  talk  with  them  about  their  rationing 
systems  and  insist  that  they  have  as  decent  a  rationing  sj^stem  as  is 
possible  under  the  circumstances. 

Senator  Hickenlooper.  Of  course,  we  had  in  this  country  a  pub- 
lished price  under  OP  A. 

Mr.  Wood.  That  is  why  I  say  I  do  not  guarantee  100  percent  on  this. 
People  in  southern  Europe  have  had  a  long  training  in  evasion,  and 
we  know  it. 

Senator  Lodge.  Are  you  going  to  have  somebody  there  who  knows 
the  ins  and  outs  ? 
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Mr.  "Wood.  We  certainly  are  going  to  do  our  very  best  to  get  people 
like  that.  The  men  we  send  into  the  country  will  know  how  those 
people  operate. 

The  Chairman.  Can  we  agree  on  the  language  in  the  third  section  ? 

WELFARE  AND  HEALTH  WORK 

]Mr.  Wood.  Senator,  could  I  just  ask  one  further  question  on  the 
language  ?  As  it  now  stands,  I  would  presume  that  it  would  not  per- 
mit any  welfare  on  health  work  in  this  connection. 

The  Chairman.  I  think  that  is  correct. 

Mr.  Wood.  Would  it  be  feasible  to  include,  say,  health  and  welfare 
purposes  as  well?  It  is  the  kind  of  thing  that  would  be  extremely 
useful,  would  further  broaden  the  effectiveness  and  usefulness  of  this 
thing  if  you  could  have  some  clinics  for  people  or,  as  I  say,  organize 
boys'  clubs  and  things  of  that  sort,  in  certain  areas. 

The  Chairman.  Well,  we  have  given  you  a  pretty  broad  latitude 
when  we  open  you  up  to  work  and  work  relief. 

Senator  Hickenlooper.  This  is  relief,  and  not  uplift. 

The  Chairman.  And  furthermore,  this  is  only  to  the  end  of  the 
next  fiscal  year,  and  by  the  time  you  get  the  revolving  fund  working 
you  are  not  going  to  have  much  time  left  to  organize  the  Boy  Scouts. 

Senator  Smith.  I  do  not  think  we  want  to  establish  a  social  pro- 
gram here.  Frankly,  I  think  that  would  be  a  great  mistake. 

The  Chairman.  I  think  you  have  about  all  you  can  get  when  you  get 
relief  and  work  relief.  You  had  better  get  back  into  your  cage. 

Mr.  Wood.  I  never  got  out  of  it. 

Senator  White.  I  want  to  ask  a  question  about  some  words  on 
page  3. 

The  Chairman.  Can  I  first  get  a  vote  on  this  section  ? 

the  words  "within  such  countrt" 

Mr.  Wood.  May  I  ask  a  question  before  the  vote,  because  it  bears 
on  that.  Or  may  1  ask  two  questions :  One,  are  you  planning  to  vote 
on  the  amendment  with  the  elimination  of  the  words  "within  such 
country"  ? 

The  Chairman.  Yes. 

Mr.  Wood.  If  so,  I  am  a  little  concerned  about  that.  One  of  the  real 
difficulties  that  we  have  to  take  into  account  is  the  weakness  of  some 
of  these  governments,  and  a  very  strong  and  very  unscrupulous  oppo- 
sition. If  you  remove  "within  such  country"  it  in  effect,  and  it  will 
be  so  charged  in  the  headlines  in  these  countries,  I  am  sure,  will 
be  stated  that  the  present  government  is  signing  away  its  birthright 
and  permitting  another  country  to  withdraw,  at  a  time  when  it  might 
wreck  the  economy  of  that  country,  the  lira  in  terms  of  dollars,  and 
I  can  just  see  the  Communists  in  Italy,  for  example,  with  the  govern- 
ment already  tottering,  pointing  out  and  asking  Mr.  De  Gasperi, 
"Does  this  mean  that  at  the  end  of  194.S  the  President  of  the  United 
States  or  the  Congress  of  the  United  States  can  come  in  here  and 
require  that  all  these  lira  be  converted  into  dollars  and  shipped  back 
to  the  United  States?" 
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And  Mr.  De  Gasperi  says,  "Yes,  that  can  be  done,"  and  from  that 
point  on  you  have  a  tailor-made  issue  for  the  Communists  to  raise 
just  particular  hell  with  these  governments. 

Senator  Smith.  If  there  are  balances,  why  should  they  have  any 
say  about  the  thing  ? 

Mr.  Wood.  The  point  is  this,  that  we  know  perfectly  well  as  nearly 
as  anyone  can  predict  economic  developments  that  to  attempt  to 
withdraw  them  from  the  country  would  just  be  a  catastrophe  for  that 
<!Ountry.  One  of  the  main  purposes  of  this  bill  is  to  send  these  things 
in  because  they  have  not  got  dollars,  and  they  can  not  translate  their 
lira  into  dollars  at  all. 

The  CiiAiKMAX.  You  have  a  point. 

GT^^:^rG  greek  and  Italian  communists  an  issue 

Mr.  Wood.  And  I  say,  for  the  very  slim,  practically  zero  percent 
of  chance  that  it  could  be  done,  to  give  these  Communists  in  Italy 
and  Greece  and  elsewhere  an  issue  of  that  nature — and  believe  mo, 
they  will  make  the  most  of  it — would  just  not  make  sense,  and  I 
think  we  ought  to  have  in  it  "within  sucli  country"  so  that  the  answer 
can  be  made  wlien  that  charge  is  made,  "There  is  no  possibility,  imder 
this  bill,  that  that  dagger  can  l^e  pointed  at  the  heart  of  our  country." 

Senator  Smith.  And  then  we  could  not  use  it  for  helping  surround- 
in<r  countries. 

Mr.  Wood.  No.  Again,  Senator  Smith,  the  chance  that  this  currency 
can  be  translated  into  any  otlier  currency  effectively,  without  ruining 
the  economv  of  the  particular  country  conceiTied.  if  there  is  any 
-amount  of  it,  is  just  so  slim  that  to  provide  for  that,  it  seems  to  me, 
is  unrealistic,  and  would  give  this  issue  to  the  Commimists. 

Senator  Smith.  T  think  imless  you  announce  that  tliis  was  in  and 
taken  out,  it  might  have  that  effect.  Otherwise.  T  do  not  see  why  thev 
would  raise  the  point.  This  provides,  "will  be  disposed  of  within  such 
country  for  such  purposes  as  the  U.S.  Government,  pursuant  to  act 
or  resolution  of  the  Congress,  ma,y  determine." 

jVIr.  Wood.  Those  "commies"  are  pretty  smart  boys,  and  they  know 
their  economics,  and  I  think  we  just  further  imdermine  an  already 
totteriufr  government  in  some  of  these  countries  which  are  at  least 
rensonably  far  from  fhe  extreme  left  of  communism. 

The  Chatrman.  Has  he  sold  that  to  you,  Sonator  Thomas? 

Senator  Thomas  of  TTtah.  Well,  of  course,  if  the  Communists  are 
the  ecoiiomists.  and  if  they  are  the  people  who  are  going  to  put  people 
to  work,  nothinix  is  going  to  stop  that  movement,  you  know — espe- 
cially S+^.^50  million. 

I  did  not  <TO  into  this  from  the  standpoint  of  politics  at  all.  I 
went  into  it  from  the  standpoint  of  convenience  with  the  balances 
on  hand.  T  feel,  Mr.  Wood,  that  all  you  say  is  true,  especially  true 
-of  the  ^fediterranean  countries.  Governments  fall  from  a  chan<re  in  the 
wind,  and  that  part  of  it  is  all  ri<rht.  But  since  it  has  been  in.  prob- 
ablv  it  should  not  be  taken  out,  because  vou  have  Italy  and  Greece 
and  some  other  countries  right  close  together. 

Senator  Barklky.  Can  vou  not  so  order  the  allocation  of  these 
funds  to  any  country  in  advance  of  the  carrying  out  of  the  program 
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so  as  to  really  make  this  an  academic  question  anyhow,  so  that  there 
■will  not  be  any  very  large  amounts  that  would  have  to  be  transferred 
■or  should  be  transferred,  if  any  at  all  ? 

WORTH    OF    FOREIGN    CURRENCIES 

Mr.  Wood.  I  think  not.  Senator  Barkley,  because  as  you  know, 
these  currencies  are  worth  many  thousands  to  the  dollar. 

Sentaor  Barkley.  Oh,  yes.  In  Greece  the  other  day  there  were  7,300 
drachmas  to  the  dollar,  gone  up  from  6,200. 

Senator  Hatch.  I  got  only  6,500. 

Senator  Barkley.  The  official  rate  on  the  14th  or  15th  was  7,300 
to  the  dollar.  When  Mr.  MacVeigh  was  testifying  here  on  the  other 
bill  it  was  6,000,  so  that  it  has  fallen  from  6,000  to  7,300  in  a  couple 
of  months. 

Mr.  Wood.  I  was  there  last  July  and  it  was  then  5,000,  and  it  had 
recently  gone  up  from  3,000,  or  something  like  that. 

No,  Senator,  We  have  been  talking  about  $60  million  worth  of 
American  supplies  in  Greece.  Suppose  you  sold  probably  80  percent 
of  them  tliere.  You  would  either  have  to  say,  "We  want  to  give  these 
things  away  and  not  sell  them"  or  you  would  have  to  accumulate  a 
lot  of  drachma,  and  there  is  no  way  of  administering  it  so  that  you 
do  not  get  that  result. 

Senator  Barkley.  I  am  sympathetic  with  your  viewpoint.  My  fear 
that  there  would  be  a  lot  of  this  money  left  in  this  country  unused, 
that  it  would  have  to  be  transferred,  was  not  so  great  a  fear. 

Mr.  Wood.  You  saw  in  Greece  the  terrific  hoarding  of  gold  and  the 
demand  for  gold,  which  is,  in  elfect,  the  only  means  of  getting  drachma 
into  a  form  in  which  they  can  foe  exported,  and  they  are  down  to  the 
bottom  of  the  barrel  on  that.  They  have  been  selling  gold  to  try  to  keep 
some  sem])lance  of  stability  in  the  currency.  You,  if  you  suddenly  have 
a  demand  that  drachma  l)e  turned  into  the  equivalent  of  some  other 
currency  that  can  be  used  outside  the  country,  you  would  just  upset 
the  applecart  completely. 

MR.  HOOVER's  suggestion 

The  Chairman.  Mr.  Hoover  has  a  suggestion  on  that  point.  Under 
his  suggestion  this  language  would  read  as  follows : 

(c)  Any  nnencumbered  balance  remaining:  in  such  account  on  Jnne  30,  1948, 
will  be  disposed  of  for  such  purposes  as  the  United  States  Government  may  deter- 
mine, provided,  that  such  balance  shall  not  be  withdrawn  from  that  country 
until  in  the  view  of  the  President  it  will  not  embarrass  the  economy  of  such 
country. 

Mr.  Wood.  It  does  not  help  a  bit,  because  it  still  gives  the  President, 
an  outside  entity,  the  power  to  do  that. 
The  Chairman.  This  is  our  money. 

communists  will  exploit  the  issue 

Mr.  Wood.  And  the  Communist  opposition  there  will  make  tre- 
mendous capital  of  that.  They  will  say,  "Here  is  this  government.  They 
do  not  really  represent  the  people  of  Italy.  They  do  not  have  the  welfare 
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of  Italy  in  mind.  They  are  bigning  away  their  right  to  control  things 
in  this  country." 

The  Chairman.  To  control  our  money. 

Mr.  Wood.  "And  they  are  giving  the  right  to  somebody  outside  to 
just  wreck  the  economy  of  this  country.  That  shows  what  kind  of 
government  you  have,  boys.  Elect  us  Communists !" 

Now,  it  is  our  money.  It  results  from  our  money,  and  it  is  an  entirely 
unfounded  and  unfair  charge,  because  we  know  that  the  President 
would  never  do  such  a  thing  if  it  were  likely  to  harm  the  country-. 

All  that  does  not  make  a  bit  of  difference  when  you  put  yourself 
in  the  country  and  are  concerned  with  what  the  Communists  are  going 
to  say  about  this  government  which  is  already  weak. 

Senator  Hickenlooper.  Would  you  take  it  that  those  principles 
would  be  so  high  that  they  would  not  take  the  food  ? 

Mr.  Wood.  I  am  sure  they  would  not  be. 

^  Senator  Hatch.  The  proviso  of  Mr.  Hoover  does  recognize  that 
situation,  that  the  withdrawal  of  the  money  could  cause  great  embarass- 
ment  within  the  country  itself. 

Mr.  Wood.  I  am  not  thinking  for  a  moment  that  it  would  ever  be  done 
by  the  President  or  by  the  Congress.  All  I  am  thinking  of  is  in  terms 
of  the  issue  that  is  presented  to  the  Communist  opposition  in  these 
countries,  to  which  the  present  more  or  less  moderate  government 
could  make  no  effective  answer. 

Senator  Smith.  They  are  not  going  to  oppose  a  relief  program  like 
this. 

Mr,  Wood.  No.  They  will  say.  "This  relief  program  is  marvelous,  but 
look  what  your  Mr.  De  Gasperi  has  done." 

Senator  Barkley.  In  Greece  the  communist  newspapers  are  shout- 
ing from  the  housetops  against  the  relief  in  the  other  bill. 

Mr.  Wood.  That  is  the  other  bill,  which  goes  beyond  relief. 

Senator  Barkley.  I  know.  The  point  is,  they  are  going  to  take  any 
position  that  will  weaken  the  government  which  they  want  to  supplant 
and  overthrow.  They  take  very  unfair  advantage.  There  is  no  extent 
to  which  they  do  not  go  to  disturb  the  government  in  their  own  country 
if  it  serves  their  purpose. 

Mr.  Wood.  That  is  exactly  what  causes  me  to  call  your  attention  to 
this  thing.  They  have  enough  issues  in  the  poverty  and  weakness  and 
inefficiency  of  the  government  already,  and  I  hate  to  give  them  another 
issue  that  will  make  a  martyr  out  of  them. 

Senator  Thomas  of  Utah.  I  think  the  political  implications  are 
probably  greater  that  the  economic,  Mr.  Chairman,  therefore  I  would 
leave  it  in. 

The  Chapman.  You  would  leave  "within  such  country"  in  ? 

Senator  Thomas  of  Utah.  Yes,  if  you  are  thinking  of  politics,  and 
I  cannot  help  but  be  reminded  of  the  fact  that  worthy  Senators  said 
this  very  thing  on  the  floor  of  the  Senate  ap-ainst  thp  stratesri^  materials 
bill,  that  when  we  once  got  a  stockr>ile  the  President  of  the  United 
States  would  wreck  tho  economy  of  the  United  States.  So  I  cannot 
blfime  those  Communists  over  there. 

Mr.  Wood.  I  am  certainly  not  making  any  claim  that  he  would.  I 
think  it  is  an  entirely  political  question,  and  if  the  likelihood  that  it 
would  ever  be  of  any  value  is  so  minor  and  so  slim,  why  not  leave  it  in  ? 
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The  Chairman.  That,  of  course,  is  true. 

Senator  Smith.  That  is  true. 

The  Chairman.  Is  it  agreeable  to  the  committee  to  leave  the  phrase 
"within  such  country"  in  ?  All  right,  it  is  in. 

Then  can  we  agree  to  the  section,  so  that  the  only  change  is  "for 
relief  and  work  relief  purposes,"  striking  out  "specified  in  this  joint 
resolution"  ? 

Senator  Lodge.  jNIay  I  ask,  Mr,  Chairman,  whether  that  will  make 
unnecessary  any  amendment  of  section  3  thei-e.  We  were  going  to  put 
in  some  amendment  with  regard  to  the  work  relief. 

The  Chaieman.  It  does  not  preclude  it.  I  think  it  minimizes  the 
necessity.  Can  we  agree  on  this  language  ? 

Without  objection  it  is  agreed  to. 

AMENDMENT  OF  SENATORS  YOUNG  AND  m'cLELLAN 

Xow,  there  is  one  other  amendment  that  we  agreed  to  in  piinciple, 
and  that  was  the  one  submitted  by  IMr.  Young  and  Mr.  McClellan, 
requiring  the  marking  and  identification  of  these  supplies  so  every- 
body will  know  they  came  from  the  United  States.  We  all  agreed  to 
that,  I  think,  with  the  change  in  line  3  on  page  2,  where  the  word 
"donated"  comes  out  and  the  word  "furnished"  goes  in. 

Mr.  Wood.  And  also  in  line  7. 

The  Chairman.  In  looking  that  over,  Mr.  Wood,  have  you  any 
objections? 

]Mr,  Wood.  Mr.  Chairman,  you  did  say  that  I  might  have  the  op- 
portunity to  make  any  further  suggestions  after  studying  it. 

The  Chairman.  That  is  right. 

MR.    wood's    suggestion 

Mr.  Wood.  I  would  like  to  suggest  to  the  committee  tliat  on  page  1, 
line  7,  after  the  word  "shall"  there  be  a  comma,  and  the  phrase  "to  the 
extent  practicable"  placed  in  there.  I  think  that  it  might  well  be  that 
in  certain  cases  it  would  not  be  possible  to  mark,  stamp,  brand,  or 
label — at  least  it  would  not  be  feasible — everything  that  is  shipped 
from  these  shores. 

For  instance,  I  am  thinking  in  terms  of  the  purchase  of  wheat. 
Suppose  wheat  is  purchased  by  the  Commodity  Credit  Corporation 
without  knowledge  that  that  wheat  is  going  into  this  program.  There 
are  procurement  programs  of  the  Government  from  time  to  time.  The 
man  who  bags  the  wheat  could  not,  therefore,  stamp  anything  like  this 
on  it. 

The  question  arises  whether  many  thousands  of  bushels  should  tlien 
immediately  be  stamped  in  this  particular  way,  and  whether  the  ex- 
pense of  doing  so  should  be  incurred  when,  actually,  the  other  provisos 
in  the  bill  will  clearly  indicate  the  source  of  this  relief. 

The  Chairman.  Have  you  other  suggestions  ? 

Mr.  Wood.  I  believe  this  was  mentioned  last  time:  On  page  2,  line 
5,  "being  so  marked,  stamped,  branded,  or  labeled,  that  all  practicable 
steps  are  taken  to  inform  the  ultimate  consumers  thereof  *  *  *". 

In  other  words,  you  can  not  guarantee  that  every  ultimate  con- 
sumer in  the  hinterland  will  listen  to  the  radio  or  read  the  newspaper 
or  otherwise  be  informed  of  it. 
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The  Chairman.  "Wliat  is  your  language  ? 

Mr.  Wood,  "That  all  practicable  steps  be  taken  to  inform  the  ulti- 
mate consumers  thereof "  .  .  . 

The  Chairman.  I  think  those  suggestions  are  reasonable.  Has  the 
committee  any  objection  to  those  changes  ? 

TITLE   PRESENT   LANGUAGE    SUFFICIENT 

Senator  Hickenlooper.  I  think  the  language  in  here  now  is  suf- 
ficient. I  think  this  is  hj^pertechnical.  They  would  have  to  take  what- 
ever reasonable  steps  they  could.  This  is  a  little  more  definite. 

Mr.  Wood.  I  think  it  promises  something  that  will  not  be  done  100 
percent. 

Senator  Thomas  of  Utah.  Your  trouble  is  not  with  goods,  it  is  with 
persons  that  handle  things.  If  you  get  a  fellow  who  says,  "This  is  a 
gift  from  the  Communist  Party  of  America,"  and  passes  it  out,  just  as 
they  did  before,  I  do  not  know  how  you  will  control  it. 

Senator  Hickenlooper.  Through  your  section  on  information,  as 
the  bill  stands  here,  it  would  be  answered,  I  think,  by  the  newspapers. 
You  would  not  have  to  hand  a  slip  of  paper  to  eAcrj'body  who  got  a 
pound  of  wheat. 

Senator  Thomas  of  Utah.  It  is  the  dishonest  distributor  who  wants 
to  take  advantage  of  building  up  his  own  concern — not  only  the  busi- 
ness concern,  but  what  he  represents. 

Senator  Lodge.  Do  you  think.  Senator,  that  the  Communist  Party 
of  America  will  do  that? 

Senator  Thomas  of  Utah.  No.  I  am  using  them  as  an  illustration 
because  everybody  has  mentioned  the  Communists. 

There  were  organizations  all  over  the  country  after  the  last  war. 
Little  communities  got  together  these  things  and  great  big  groups 
over  there  took  credit  for  them,  changing  the  slips.  You  all  know  that. 

The  Chairman.  Are  you  arguing  for  the  langTiage  ? 

Senator  Thomas  of  Utah.  I  am  not  sajdng  anything  about  the 
language. 

The  Chairman.  Regardless  of  the  language  ? 

_  Senator  Thomas  of  Utah.  Yes.  It  is  a  matter  of  administration.  If  I 
give  a  fellow  a  package  of  cigarettes  and  say  "This  comes  from  so  and 
so,"  if  you  cannot  control  the  people  who  pass  the  things  out,  it  is  a 
hopeless  situation. 

The  Chairman.  Do  you  object  to  the  limitation,  Senator  Hicken- 
looper ? 

TOO   MUCH   leeway 

Senator  Hickenlooper.  No;  I  do  not.  I  am  perfectly  satisfied  with 
the  language  as  it  is,  and  I  do  not  think  it  is  too  restrictive,  but  I 
think  it  is  more  restrictive  than  the  suggested  language.  The  sug- 
gested language  gives  a  lot  of  lecAvay  for  perhaps  shiftless  handlinij. 
They  say,  "It  is  too  much  trouble  to  stamp  these  hags  of  wheat."  I  clo- 
not  see  why  the  bags  of  wheat  cannot  be  stamped  just  as  they  go  on 
the  ship,  I  think  we  owe  it  to  ourselves  to  give  the  widest  possible 
publicity.  Wo  are  trying  to  fight  communism  at  every  turn,  and  this- 
publicity  riglit  down  their  bellies  is  the  best  indication  that  America  is: 
furnishing  this  stuff. 
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The  Chairman.  This  is  a  subject  upon  which  Congress  is  highly 
tender.  Do  you  think  you  need  your  limitations,  Mr.  Wood?  Are  they 
not  inherent  ? 

Senator  Hatch.  Mr.  Chairman,  I  think  that  last  limitation  is  es- 
sential :  There  is  an  absolute  command  there  that  the  administrator 
must  follow  all  these  goods  to  the  ultimate  consumer,  and  if  it  is  not 
stamped  or  marked,  see  that  they  are  otherwise  informed.  I  think  it 
is  absolutely  impossible  in  this  language. 

Senator  Smith.  That  is  what  I  am  afraid  of.  I  think  we  all  agree 
with  Senator  Hickenlooper's  position. 

Senator  Hickenlooper.  I  do  not  know  why  you  do  not  meet  the 
requirement  as  the  language  is  written  by  publication  in  the  news- 
papers. 

Senator  Smith.  This  says  ever}'  package  has  to  be  niarked. 

Senator  Connally.  I  am  not  objecting  to  what  is  in  the  bill,  but 
you  are  arguing  over  something  that  does  not  amount  to  a  tinker's 
damn,  because  they  are  going  to  get  all  the  food  they  can  and  eat  it 
and  holler  for  more,  and  they  don't  give  a  darn  whether  we  are  giving 
it  or  whether  we  are  not.  I  think  you  are  worrying  about  something 
that  is  not  worth  it.  Stamp  it.  That  is  all  right.  I  am  not  objecting  to 
the  language  of  the  bill. 

Senator  Hickenlooper.  The  language  as  it  is  now  says,  "or  if  such 
supplies,  articles,  or  containers  are  incapable  of  being  so  marked  .  .  ." 
Should  not  all  of  them  be  marked  ? 

Senator  Lodge.  Suppose  you  have  a  bag  of  wheat  and  you  mark  it 
with  an  American  eagle  and  the  foreign  government  gets  it.  They  are 
the  ones  who  d.o  the  distributing.  They  are  the  ones  who  do  the  selling. 
The  only  person  who  sees  the  bag  is  the  foreign  bureaucrat. 

The  CiiAiRMAisr.  Oh,  no.  The  entire  distribution,  under  the  language 
of  tliis  bill,  is  under  the  constant  supervision  of  the  Government  of 
the  United  States. 

Senator  Lodge.  You  mean  the  bird  that  gets  the  bag  ,of  grain,  the 
foreigner.  He  distributes  it  to  the  consumer.  His  distribution  may  be 
supervised  by  the  United  States,  but  I  will  bet  vou  the  foreign  poli- 
ticians are  going  to  get  in  on  this  thing  no  matter  how  many  amend- 
ments you  put  to  it. 

The  Chairman.  If  that  is  true  there  is  no  use  in  arguing  about  it. 
It  d.oes  not  make  any  di  fl'erence. 

Senator  Barkley.  If  a  bag  of  wheat  is  marked,  some  foreign  poli- 
tician is  going  to  slit  the  sack  and  put  the  wheat  into  an  unbranded 
sack.  Is  that  what  you  feel  will  happen  ? 

Senator  Lodge.  He  has  to  sell  it  as  soon  as  he  gets  it,  and  he  sells  it 
to  somebody  who  in  turn  makes  it  available. 

Senator  Barkley.  I  do  not  believe  they  have  enough  bags  to  do  that. 

Senator  Lodge.  They  have  to  break  it  up  into  small  amounts  for  the 
consumer.  The  consumer  is  the  man  where  it  will  take  some  awfully 
determined  achninistration  to  get  the  consumer  to  get  the  right  idea. 

The  Chairman.  That  is  true  no  matter  what  language  is  in  the  bill. 
The  only  question  is  whether  or  not  we  candidly  admit  that  this  can 
only  be  done  to  the  extent  practicable. 

Senator  Barkley.  I  will  have  to  go  to  another  meeting.  I  would  like 
to  include  that  phrase. 
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The  Chaieman.  Those  in  favor  of  including  the  phrase  will  hold 
up  their  hands.  It  is  carried. 

Senator  Barkley.  Are  you  going  to  vote  the  bill  out  ? 
The  Chalrman.  I  would  like  to. 
Senator  Barkley.  I  want  to  vote  for  it. 
Senator  Hatch.  I  would  like  to,  too. 

senator  m'clellan's  other  amendment 

The  Chairman.  That  concludes  the  amendments  that  have  been 
adopted.  That  leaves  the  question  which  is  raised  by  the  other  McClel- 
lan  amendment,  and  which  is  also  raised  by  the  proposal  submitted 
by  tlie  Senator  from  Massachusetts.  It  goes  to  the  general  question  of 
whether  or  not  you  either  are  going  to  identify  countries  in  this  bill, 
or  are  going  to  identify  countries  which  cannot  be  in  the  bill.  Both 
projects  are  pending. 

Senator  Connally.  I  want  to  say  I  am  against  both  ,of  them.  I  do 
not  think  we  can  afford  to  exclude  anybody,  and  I  do  not  think  we 
ought  to  name  anybody,  as  a  matter  of  administration. 

Tlie  Chairman.  The  proposal  submitted  by  the  Senator  from  Massa- 
chusetts reads  as  follows.  I  think  the  Senator  from  New  Mexico  is 
interested  in  this  also : 

(l>)  No  relief  assistance  shall  be  provided  under  the  authority  of  this  joint 
resolution  which  shall  have  the  object  of  promoting  the  expansion  of  influence, 
the  iJifiltration,  the  propaganda  or  the  subversive  activities  of  any  government 
the  international  purposes  of  which  shall  be  in  the  opinion  of  the  Secretary  of 
State  inimical  to  the  national  interest  and  security  of  the  United  States. 

That  cuts  out  Poland,  does  it  not  ? 

Senator  Smith.  This  does  not  say  "countries." 

Senator  Lodge.  I  do  not  say  "which  shall  have  the  effect."  I  say, 
"which  shall  have  the  object."  It  does  not  cut  out  anything  unless  Gen- 
eral Marshall  wants  to  cut  it  out. 

Senator  Connally.  My  objection  to  it  is  this,  that  it  lays  us  open 
to  their  charge  that  they  are  already  making  over  there,  that  we  are 
trying  to  subsidize,  and  refuse  to  give  to  others,  this  relief  and  aid  for 
political  purposes.  It  looks  to  me  like  this  could  be  left  to  the  adminis- 
trative authority.  If  they  can  find  reasons  for  not  giving  it  to  a  coim- 
try  it  is  much  better  than  to  specify  it  in  an  act. 

I  am  in  thorough  sympathy  with  the  idea  that  these  countries  that 
are  fighting  us  and  abusing  us  and  denouncing  us  every  day  sliould 
not  get  anything.  Tal^e  Yugoslavia,  for  instance.  But  to  put  it  into  an 
act  looks  to  me  like  it  is  a  little  bald. 

a  letter  from  the  secretary  of  state 

The  Chaikman.  Let  us  remember  the  alternative,  that  if  we  do  not 
put  it  in  the  act,  the  State  Department  agrees  to  furnish  the  commit- 
tee with  a  letter  which  goes  into  the  report,  in  which  the  letter  assei-ts 
that  the  purpose  of  this  act  is  to  use  this  authority  within  such  coun- 
tries. Is  that  right  ? 

Mr.  Wood.  Except  for  $15  million  to  meet  unforeseen  emergencies. 

Senator  Connally.  Do  you  mean  that  letter  will  name  tlie  countries  ? 
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The  Chairman.  Yes.  They  have  agreed  to  do  that.  But  it  is  in  a 
'otter,  and  obviously  it  leaves  a  final  latitude  and  it  is  not  as  offensive 
as  if  it  were  in  the  bill  itself. 

Senator  Hickenlooper.  Have  they  named  the  countries  yet? 
Mr.  "Wood.  Mr.  Acheson  and  Mr.  Clayton  both  named  them  in  tes- 
timony before  the  committee,  except  for  the  Free  Territory  of  Trieste, 
for  which  there  was  good  reason  for  not  including  them  before.  The 
countries  are  Italy,  Greece,  Poland,  Plungary,  Austria,  China,  and 
Trieste,  and  then  the  $15  million  leeway. 

Senator  Hickenlooper.  Will  Poland  comply  with  the  publicity  and 
tlie  restrictions  in  this  bill  ? 

Mr.  Wood.  I  am  not  at  all  sure  she  would,  but  if  she  does  not,  she  will 
not  get  the  relief. 

The  Chairmax.  The  action  of  the  United  Nations,  to  which  we  have 
agreed,  in  connection  with  this  matter,  is  an  affirmation  of  the  princi- 
ple "that  at  no  time  should  relief  supplies  be  used  as  a  political  weapon, 
and  that  no  discrimination  should  be  made  in  the  distribution  of  relief 
supplies  because  of  race,  creed,  or  political  beliefs.'"' 

In  the  light  of  the  fact  that  we  have  supported  that  proposition,  it 
seems  to  me  that  the  best  we  can  do  is  to  rely  on  the  letter  from  the 
Secretaiy  of  State. 

Senator  Connally.  That  is  right. 

The  Chairman.  Would  not  the  Senator  from  Massachusetts  agree 
to  that? 

Senator  Lodge.  Well,  I  think  there  is  a  strong  demand  in  this  coun- 
try for  some  assurance  on  this  point.  I  am  very  much  opposed  to  nam- 
ing any  countries  in  the  resolution.  I  think  tliat  is  a  great  mistake. 
But  I  think  it  is  insane  for  a  country  to  distribute  relief  with  the  ob- 
ject of  helping  a  nation  that  is  inimical  to  it. 

The  Chairman.  I  am  afraid  your  resolution  would  give  the  impli- 
cation that  we  were  going  to  discriminate  on  political  grounds. 
Senator  Lodge.  It  says,  "shall  have  the  object  of  promoting  .  .  ." 
Senator  Smith.  People  do  not  always  read  your  resolutions  criti- 
cally in  that  way. 

Senator  Lodge.  We  have  had  the  American  flag  insulted  in  Yugo- 
slavia ;  we  were  constantly  sending  things  to  Eussia,  all  the  time,  and 
people  are  very  disturbed  about  it. 

Senator  Hickenlooper.  Do  we  not  have  a  practical  accomplishment 
in  this  section  3.  Any  country  that  will  let  us  in  to  freely  observe,  with 
press  and  radio  and  everything  else,  is  not  going  to  be  that  kind  of 
country. 

Senator  Lodge.  I  do  not  want  to  embarrass  anybody,  and  if  nobody 
but  me  likes  the  resolution.  I  shall  not  press  it.  I  think  there  is  nothing 
in  this  against  the  United  Nations  principles. 

The  Chairman.  W^ith  the  Senator's  indulgence,  and  with  complete 
sympathy  with  his  general  objective,  let  ns  not  pass  it. 

Senator  Connally.  Let  me  ask  Mr.  Wood,  do  you  not  think  that  if 
our  administrators  are  capable  over  there  they  would  detect  anything 
of  this  kind  and  would  stop  it,  and  cut  off  the  relief  ?  I  do  not  want  to 
come  out  in  the  act  itself  and  do  something  that  would  lay  us  open 
to  the  charge  of  trying  to  influence  hungry  people  by  doling  a  piece  of 
bread  out  in  front  of  them. 

83-654—73 9 
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THE    USE    OF    CAPABLE    PEOPLE 


Senator  Lodge.  I  certainly  agree  vrith  the  Senator  from  Texas,  that 
I  hope  we  are  going  to  have  capable  administrators,  but  from  what  I 
have  seen  of  some  of  the  people  who  are  occupying  certain  posts,  whose 
names  I  will  not  mention,  I  do  not  see  that  we  have  any  right  to  assume 
that  we  are  going  to  have  capable  people. 

Senator  Connally.  IVIaybe  not,  but  UNRRA  was  not  our  organi- 
zation. 

Senator  Lodge.  I  am  not  talking  about  XTNRRA.  I  think  some  of  the 
men  confirmed  right  here  in  this  committee  since  January  are  not 
competent  to  hold  these  offices.  We  held  up  a  gentleman's  name  to  be 
Minister  to  a  certain  country,  and  we  finally  confirmed  him  because  he 
had  a  distinguished  relative. 

Senator  Conxally.  I  svmpathize  with  your  amendment,  but  I  do 
not  think  the  way  to  handle  it  is  to  put  it  in  the  bill.  If  we  have  some 
administrators  over  there  who  are  not  worth  a  damn,  we  ought  to  fire 
them  and  get  some  that  will  be.  This  is  a  heavy  responsibility.  You  have 
called  for  a  big  responsibility  and  we  are  giving  it  to  you.  You  are 
going  to  have  to  watch  your  administration  and  keep  it  straight.  If 
you  do  not  get  the  right  kind  of  people,  fire  them. 

Mr.  Wood.  It  is  the  administration  and  the  proper  men  running  this 
thing  that  will  make  it  or  break  it. 

Senator  Connally.  That  is  exactly  it. 

Senator  Lodge.  If  you  have  a  lot  of  birds  over  there  who  are  just 
trving  to  get  a  little  local  popularity  and  a  foreign  decoration  and 
all  that  sort  of  thing,  j^ou  are  never  going  to  get  another  nickel  out 
of  the  thing. 

Senator  Smith.  How  did  we  dispose  of  that  reparations  thing? 

The  Chairman.  I  think  it  disposes  of  itself.  I  do  not  know  how  you 
can  amend  a  treaty  by  statute. 

Senator  Smith.  Mr.  Hoover  suggested  that  there  be  no  reparations 
payments  during  this  relief  program. 

Senator  Connally.  That  will  have  to  be  a  matter  of  administra- 
tion if  it  is  done  at  all.  We  cannot  change  the  terms  of  a  treaty  by 
statute. 

Senator  Smith.  "Unless  reparations  are  postponed  during  the  period 
of  relief" — ^that  is  all  it  says. 

penalizing   ITALY 

The  Chairman.  That  is  all  it  says!  That  means  there  will  l)e  no 
relief  in  Italy  unless  we  get  the  Russians  to  suspend  their  reparations 
appetite.  We  have  not  succeeded  in  doing  that  anywhere  else.  I  do  not 
know  why  we  should  think  we  can  do  it  here.  We  are  penalizing  Italy. 

Senator  Smith.  It  means  simply  that  we  are  paying  the  reparations. 
Tliat  is  what  it  amounts  to. 

The  Chairman.  How  do  you  get  around  it? 

Senator  Smith.  I  do  not  know  how  you  can,  but  I  think  you  are 
going  to  get  the  point  raised  on  the  floor  befoi'e  you  get  through.  I 
think  the  House  has  raised  the  point. 

Senator  Connally.  Instead  of  lielping  the  fellows  in  those  kinds  of 
cases  you  are  adding  to  their  difficulties.  They  are  already  under  the 
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heavy  load  of  reparations,  and  you  say  that  because  they  are,  "We  will 
not  let  you  have  a  bite  to  eat."  I  cannot  agree  with  you,  Senator.  I 
usually  do. 

Senator  Smith,  I  am  raising  the  question.  I  want  to  know  how  we  are 
going  to  meet  that  argument. 

Senator  Connally.  They  have  us  by  the  ying-yang  all  over  Europe, 
and  we  are  going  to  pay  nearly  all  the  expenses. 

Senator  Smith.  You  have  resigned  yourself  to  that? 

Senator  Connally.  More  or  less.  I  hate  to  see  it,  but  it  is  a  fact,  and  I 
do  not  see  how  we  can  discriminate  among  these  countries.  If  a  man 
is  hunery,  I  do  not  see  how  vou  can  throw  him  down  and  look  into  his 
mouth  on  the  political  point. 

Senator  Smith.  I  think  the  point  is  sound,  but  I  am  not  sure  there 
is  any  way  we  can  do  anything  about  it. 

Mr.  Wood.  So  far  as  the  Italian  relief  in  this  bill  is  concerned, 
reparations  will  not  have  stalled,  or  reparations  payments  will  not  have 
started,  by  the  time  this  bill  has  been  completed. 

The  Chairman.  That  is  correct. 

Senator  Lodge.  That  is  time  of  Hungary,  too. 

the   case   of   HUNGARY 

Mr.  Wood.  No;  Hungary  starts  right  away.  In  effect,  the  one  case  is 
that  of  Ilimgarj^ 

I  thinlc  the  real  issue  is  whether  you  want  to  get  into  the  question 
of  trying  to  revise  the  treaty  or  doom  people  to  starvation  because 
they  happen  to  be  under  the  heel  so  far  as  reparations  payments  are 
concerned.  I  think  it  is  a  very  difficult  dilemma  in  which  we  are,  but 
for  my  part,  it  seems  to  me  that  having  had  the  treaty  negotiated,  the 
sensible  thing  in  that  particular  case  is  to  say,  "Let's  go  ahead  and  take 
the  humanitarian  view  of  it  in  Hungary,"  which  is  the  only  place  where 
it  is  really  a  practical  thing. 

Senator  Smith.  You  think  the  Russians  would  really  let  them  go  and 
take  the  reparations  ? 

The  Chairman.  There  is  not  any  quCvStion  about  it. 

Mr.  Wood.  We  did  the  same  thing  when  we  moved  into  Rumania, 
with  shining  success  as  to  how  an  American  job  could  be  done. 

Senator  Smith.  That  is  the  other  side.  If  we  can  get  this  in  as 
American  relief  to  these  people,  that  is  the  psychological  thing  we  want 
to  bring  about. 

further  amendments 

The  Chairman.  Are  there  any  further  amendments  ? 

Senator  IvOdge.  Do  you  want  to  amend  page  4,  line  11,  or  not?  That 
is  in  connection  with  making  them  work  for  their  food  and  not  pau- 
perizing them. 

The  Chairman.  Have  you  any  suggestions  ? 

Senator  Lodge.  I  have  written  something,  and  I  submit  it  without 
any  prejudice  for  or  against. 

In  line  11,  after  the  word  "needs"  insert  a  comma,  ",  to  organize 
useful  public  or  private  employment  which  must  be  accepted  by  all 
persons  in  such  countries  who  are  able  to  work  as  a  condition  precedent 
to  receiving  relief  assistance,". 
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Senator  Coxnally.  On  wluit  page  is  that? 

Senator  Lodge.  Page  i,  line  11  of  the  bill.  You  did  not  hear  tlie 
discussion,  Senator  Connally.  It  was  a  question  of  getting  able-bodied 
l^eople  to  work  in  order  to  receive  this  relief  assistance.  We  have  taken 
care  of  it  insofar  as  the  local  currencies  are  concerned. 

Senator  Connally.  Would  that  not  be  up,  more  or  less,  to  the  officials 
of  the  country  if  they  give  this  relief  ? 

Senator  Lodge.  That  is  what  I  want  to  do:  "(e)  such  country  has 
taken  or  is  taking,  insofar  as  possible,  the  economic  measures  necessary 
to  reduce  its  relief  needs,  to  organize  useful  public  or  private  employ- 
ment .  .  .".  It  is  up  to  the  country  to  do  it,  and  the  idea  is,  we  do  not 
want  to  pauperize  these  people  and  have  them  sitting  around  eating 
and  doing  nothing,  not  even  filling  up  holes  in  the  road. 

Senator  Thomas  of  Utah.  What  is  your  controlling  word? 

Senator  Lodge.  "Sec.  3.  No  relief  assistance  shall  be  provided  under 
the  authority  of  this  joint  resolution  to  the  people  of  any  country  un- 
less the  government  of  such  country  has  given  assurance  satisfactory 
to  the  President  that.  ...  (e)  such  country  has  taken  or  is  taking, 
insofar  as  possible,  the  economic  measures  necessary  to  reduce  its 
I'elief  needs,  to  organize  useful  public  or  private  employment.  .  .  ." 

The  Chairman.  The  trouble  of  it  is,  you  are  going  to  sell  80  percent 
of  it.  The}'  do  not  work  for  it,  they  pay  for  it. 

Senator  Lodge.  They  pay  for  it  with  their  work. 

The  Chairman.  Eighty  percent  of  it  they  pay  for  with  money. 

Senator  Connally.  If  any. 

The  Chairman.  That  is  the  theory  of  the  bill.  Eighty  percent  of  it 
is  paid  for  by  local  currency. 

Senator  Lodge.  It  is  not  paid  for  by  the  fellow  who  sticks  the  food 
in  his  mouth. 

Mr.  Wood.  Oh,  yes.  The  problem  is  to  get  the  food  into  the  country. 
A  lot  of  them  have  lira  to  pay  for  it.  The  problem  is  that  you  will  be 
selling  a  great  part  of  these  supplies  to  people  who  are  employed  in  the 
country  now,  and  are  earning  money  and  would  have  the  money,  the 
lira,  to  pay  for  the  bread  that  is  made  from  relief  wheat. 

Senator  Lodge.  Could  they  pay  for  it  with  money  that  they  got 
without  working? 

]\Ir.  Wood.  If  somebody  in  the  country  had  some  money  laid  away 
in  a  sock,  yes.  He  could  buy  his  bread  with  that.  The  problem  is  to  get 
bread  into  the  country. 

Senator  Thomas.  Is  not  the  real  problem  in  Italy  to  break  the  farmer 
who  will  not  sell  now  ? 

Mr.  Wood.  That  is  one  of  the  very  real  problems,  and  it  is  very 
difficult  to  just  do  it  by  force.  The  inducement  of  things  that  he  can 
buy  that  he  needs,  like  shoes,  clothing,  and  so  on,  is  just  not  on  the 
market,  as  you  well  know. 

Senator  Lodge.  This  is  just  an  attempt  to  get  them  to  work;  for 
what  they  consume. 

The  Chairman.  I  do  not  think  you  can  put  it  in  the  way  you  have  it, 
because  I  think  you  destroy  the  sale,  which  is  80  percent  of  the  show. 
I  think  we  will  have  to  leave  it  out. 

Senator  SMrrii.  Do  you  not  get  it  in  your  other  thing,  with  regard 
to  the  local  currency  ? 

The  Chairman.  I  think  we  have  it  at  the  important  point. 
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THE  COMMITTEE  VOTES 

Can  ^ve  vote  on  the  bill  ?  Those  in  favor  of  the  bill  will  hold  up  their 
hands. 

OK ;  the  bill  is  passed. 

]\Iay  I  remind  you  that  tomorrow  at  10  o'clock  we  start  the  big  show 
in  the  caucus  room.  The  Italians  will  descend  upon  us  tomorrow  to 
tell  us  what  is  wrong  with  the  Italian  treaty. 

(Wliereupon,  at  12  noon,  the  hearings  were  closed.) 


INTERIM  AID  FOR  EUROPE 


NOVEMBER    10,    1947 

United  States  Senate, 
Committee  on  Foreign  Relations, 

Washington^  D.G. 

The  committee  met,  pursuant  to  call,  at  11 :30  a.m.  in  the  committee 
hearing  room,  U.S.  Capitol,  Senator  Arthur  H.  Vandenberg,  chair- 
]nan,  presiding. 

Present:  Senators  Vandenberg  (chairman).  Capper,  White,  Smith, 
Hickenlooper,  Lodge,  Connally,  George,  Thomas  of  Utah,  Barkley, 
and  Hatch. 

BACKGROUND    PREPARATION    FOR    STOP-GAP    LEGISLATION 

The  Chairman.  Now  we  have  everybody  here,  I  will  state  what  has 
been  done  so  far,  and  then  I  will  leave  the  rest  of  it  to  you. 

Obviously  it  was  necessary  for  the  Chairman  to  make  a  few  advance 
arrangements  and  in  consultation  with  Chairman  Eaton  we  arranged 
that  this  general  hearing  should  be  held  jointly  this  morning,  and 
that  is  the  end  of  the  joint  hearings,  because  obviously  you  cannot 
have  effective  or  intelligent  cross-examination  with  forty  men  on  the 
trigger.* 

The  balance  of  the  program,  so  far  as  made,  was  outlined  to  each 
of  you  in  a  memorandum  last  week.  I  will  repeat  it  briefly : 

Tomorrow,  Tuesday,  Secretary  Marshall  and  Lovett  and  their  entire 
staff  will  be  available  in  the  caucus  room  starting  at  10  o'clock  for 
complete  cross-examination  on  anything  you  want  to  ask. 

Senator  George.  Is  that  a  joint  committee  meeting? 

The  Chairman.  No.  There  will  be  no  further  joint  meetings.  That 
is  Tuesday.  On  Wednesday,  in  the  same  place,  Secretary  Harriman 
and  his  associates  will  be  present  all  day,  not  only  to  present  his  story, 
but  to  be  available  for  cross-examination.  So  Tuesday  will  be  Marshall 
day  and  Wednesday  will  be  Harriman  day. 

On  Thursday  we  have  invited  Mr.  Herter  to  come  over  and  outline 
to  us  the  conclusions  of  his  special  committee. 

That  is  as  far  as  we  have  made  a  specific  schedule.  In  addition,  Mr. 
Nourse,  the  Chairman  of  the  Council  of  Economic  Advisers  will  be 
available  on  Wednesday  if  we  do  not  need  the  whole  day  for  Mr. 
Harriman,  and  we  will  hear  somebody  on  the  Krug  report. 

Just  before  you  came  in.  Senator  Barkley,  Senator  Smith  asked  the 
$64  question  which  has  been  bothering  us.  I  might  say  that  in  making 

*The  Foreign  Relations  Committee  held  hearings  on  Interim  Aid  for  Europe  in  puhlie 
session  on  November  10,  11,  12,  13,  and  14,  1947.  For  the  minutes  of  those  hearings  see 
the  appendix  of  this  volume,  p.  348.  The  transcripts  of  these  public  hearings  were  printed 
shortly  after  they  were  held. 
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these  preliminary  plans,  Senator  Connally  sat  with  me.  The  $64  ques- 
tion before  us  is  how  you  will  deal  with  the  stopgap  legislation  by 
itself  without  going  any  farther  into  the  long-range  plan  that  is 
necessary  to  give  you  the  essential  background,  and  that  will  be  the 
problem  that  is  constantly  confronting  us.  I  assume  that  we  will  agree 
that  our  objective  is  to  get  the  stopgap  plan  out  as  reasonably  soon 
as  we  can  after  the  subject  is  exhausted,  but  I  have  the  very  keen  feel- 
ing that  I  would  not  want  to  take  the  stopgap  plan  up  on  the  floor 
of  the  Senate  without  being  able  pretty  substantially  to  answer  basic 
general  questions  regarding  the  long-range  plan,  because  I  am  sure  a 
great  many  Senators  will  relate  one  to  the  other,  although  Lovett  will 
make  it  plain  tomorrow  that  in  preparing  this  legislation  and  in  pre- 
senting their  case,  we  have  tried  to  fix  it  so  that  a  man  could  be  even 
for  the  stopgap  plan  without  any  commitment  whatever  to  the  long- 
range  plan,  since  the  stopgap  plan  is  just  an  option  on  time  until  you 
can  find  out  what  you  are  going  to  do  with  the  long-range  plan. 

With  that  general  statement  of  the  problem,  I  simply  add  that  we 
then  confront  the  question  of  what  witnesses  you  want  to  hear  in  line 
with  that  general  method  of  approach.  Is  there  any  objection  to  that? 
What  have  you  got  to  say  about  that  method  of  approach  ? 

Senator  Connally.  My  views  largely  coincide  with  yours  on  that,  I 
do  not  think  we  ought  to  undertake  to  legislate  on  anything  except 
the  interim  plan  at  this  time.  But  it  is  perfectly  appropriate,  and  you 
can  hardly  exclude  the  general  outlines  of  the  proposed  long-term 
plan. 

Senator  Smith.  Of  course,  the  Krug,  Nourse,  and  Harriman  reports 
have  to  do  with  the  long-range  plan,  more  than  the  interim  plan. 

Senator  Connally.  But  we  cannot  go  into  much  detail,  because  that 
is  what  we  are  going  to  do  when  we  take  the  bill  up,  as  to  how  we  pro- 
vide for  supervision,  bilateral  agreements,  and  all  this  rigmarole  that 
we  are  going  to  have  to  go  through.  I  do  not  see  how  we  can  very  well 
avoid  a  cursory  and  tentative  exposition  of  what  we  expect  to  do, 
without  any  binding  commitments  at  all. 

Senator  Lodge.  In  January  and  February  we  can  go  back  over  the 
ground  again. 

The  Chairman.  Oh,  certainly.  I  do  not  expect  that  we  will  even 
have  a  firm  proposal  from  the  administration  on  the  long-range  plan 
until  perhaps  we  are  all  through  with  the  short  range.  Senator 
George  ? 

Senator  George.  I  do  not  know  what  the  President's  program  is.  I 
have  no  idea  about  that.  Can  you  give  us  any  idea  whether  to  ask  any 
legislation  except  on  a  short-time  program  ? 

The  Chairman.  I  have  no  information  as  to  what  his  precise  recom- 
mendations will  be. 

Senator  George.  Presumably  it  will  be  in  line  with  the  Secretary  of 
State's  suggestion,  but  if  he  confines  himself  to  the  ad  interim  pro- 
gram, the  short-range  program,  without  more,  I  think  we  should  do  so. 

I  think  in  general  we  should  try  to  dispose  of  this  particular  short- 
range  program  as  far  as  the  legislation  is  concerned  at  this  session. 
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INTERIM    AID    CONSIDERED    URGENT 


Senator  Connally.  Did  the  President  not  say  in  a  speech  or  in  some 
statement  that  the  interim  aid  was  so  urgent  that  it  ought  to  be  given 
priority  ? 

Senator  George.  He  intimated  that  in  a  press  conference,  according 
to  the  press. 

Senator  Barkley.  At  the  time  that  the  meeting  took  place  at  the 
AMiite  House,  the  last  one,  where  the  announcement  was  made  that  the 
extra  session  had  been  determined  upon,  the  two  proposals  for  the 
extra  session  were  the  interim  aid  and  the  cost-of-living  study.  Of 
course,  he  then  and  since  has  emphasized  that  this  interim  aid  should 
have  priority  over  anything  else.  I  imagine  if  it  had  not  been  for  the 
necessity  for  this  interim  aid  the  extra  session  would  not  have  been 
called.  I  Icnow  every  effort  was  made  to  find  funds  with  which  to  carry 
on  an  extra  session,  and  they  could  not  be  found. 

It  is  impossible  to  disassociate  the  two  things,  the  short-range  and 
the  long-range  program.  Personally,  I  would  like,  if  we  could,  to  get 
legislation  ready  for  the  long-range  program  by  the  first  of  January, 
if  we  could  do  it,  so  we  could  take  it  up  pretty  soon,  but  certainly  I 
think  we  ought  to  emphasize  the  priority  on  this  particular  immediate 
need,  and  wjiatever  incidental  information  comes  to  us  from  any  source 
about  the  long-range  program,  to  accept  it  and  thereby  probably 
shorten  the  hearings  on  it  when  we  get  into  it. 

Senator  Connally.  Were  you  at  the  meeting  at  the  "White  House 
when  he  announced  that  he  was  going  to  call  the  extra  session  ? 

Senator  Barkley.  Yes. 

Senator  Connally.  Was  it  not  pretty  generally  accepted  that  he 
wanted  the  ad  interim  aid  first  thing,  before  even  price  control  ? 

Senator  Barkley.  Oh,  yes.  Of  course  the  ad  interim  aid  is  a  much 
simpler  thing  than  price  control. 

The  Chairman.  Senator  Capper,  have  you  anything  to  suggest? 

Senator  Capper.  I  believe  not.  I  was  quite  favorably  impressed  with 
the  Gpneral's  statement  this  morning. 

The  Chairman.  Senator  ^Vhite? 

Senator  White.  I  am  very  definitely  of  the  view,  Mr.  Chairman, 
that  we  should  proceed  immediately,  and  that  we  should  give  ourselves 
consecutively  to  a  consideration  of  the  emergency  program.  I  do  feel 
that  before  that  comes  on  the  floor,  and  I  think  I  am  simply  repeating 
in  other  words  what  you  said,  before  that  interim  program  is  taken 
up  on  the  floor,  there  should  be  sufficient  background  of  information 
before  the  committee  so  that  the  general  questions  which  might  be 
asked  as  to  the  long-range  policy  will  be  such  that  one  attempting  to  an- 
swer will  have  some  basis  in  the  record  for  what  he  is  saying.  But  I 
think  we  should  go  ahead  with  the  emergent  program.  I  think  we  ought 
to  report  it  out  as  soon  as  we  decently  can,  and  that  we  should  press 
for  its  promptest  consideration. 

The  Chairman.  Senator  Smith  ? 

LATER  date   FOR  LONG-RANGE   PLAN 

Senator  Smith.  I  agree  with  what  you  have  said,  and  the  way  you 
have  outlined  seems  to  me  to  meet  my  difficulty.  I  thought  we  would 
have  to  concentrate  on  the  interim  thing  and  postpone  the  long-range 
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plan  until  later.  I  do  not  see  why  a  person  should  be  embarrassed  if 
he  supports  the  general  principles  of  the  long-range  plan.  Tn  devel- 
oping the  details  of  that,  that  will  come  up  later.  I  do  not  feel  at  all 
embarrassed  in  talking  to  people  about  the  lonsf-ranq-e  nian  as  T  saw 
the  need  for  it  in  Europe.  We  will  get  a  little  bit  of  the  Krug,  Nourse 
and  Harriman  committee's  reports  for  that  background  information. 

The  Chairman.  Senator  Thomas  ? 

Senator  Thomas  of  Utah.  Well,  so  far  as  the  special  session  is  con- 
cerned, you  are  up  against  a  deadline,  Mr.  Chairman,  so  that  you  have 
two  problems  which  assure  that  you  could  not  handle  both  the  emer- 
gency legislation  and  long-range  plan,  even  if  jon  wanted  to  in  the 
special  session,  so  that  is  out. 

But  your  second  problem  seems  to  me  to  be  the  fact  that  the  Presi- 
dent has  called  the  special  session  for  two  reasons,  so  that  it  will  be 
necessary,  even  if  you  limit  the  thing  to  the  emergency  plan,  to  make 
whatever  arrangements  you  do  make  in  a  cooperative  way  with  who- 
ever handles  the  price  situation,  or  we  are  going  to  spend  all  of  our 
time  talking  about  prices. 

The  Chairman.  Senator  Hickenlooper  ? 

Senator  Hickenlooper.  I  think  I  agree  with  what  the  Chairman 
said,  and  Senator  Smith.  The  emergency  program  is  an  emergency 
program.  The  long-range  program  will  commit  us  to  a  course  of  action 
over  several  years,  and  it  is  entirely  possible  that  the  two  may  have 
a  very  close  relationship,  but  I  think  that  it  will  be  comparatively 
easy  to  make  up  our  minds  on  this  emergency  program.  I  think  the 
facts  are  rather  clear  and  they  can  be  presented  rather  easily,  but 
I  think  we  should  have  enough  background  of  the  proposals  and  the 
anticipated  needs  of  the  long-range  program  in  order  to  give  us  at 
least  some  fundamental  discussion  pomt  on  the  two.  But  I  think  per- 
haps we  should  not  try  to  go  into  the  long-range  program  in  detail 
at  this  time,  only  as  a  matter  of  information  in  getting  our  feet  on  the 
ground  as  to  our  future  commitments  that  may  be  involved  in  this 
short-range  program. 

The  Chairman.  Senator  Hatch  ? 

Senator  Hatch.  I  am  in  complete  accord  with  what  has  been  said. 
The  suggestion  I  would  make  is  not  a  suggestion,  but  I  want  to  observe 
that  I  am  quite  well  pleased  with  the  attitude  that  is  manifest  here  in 
the  committee  on  this  emergency  program.  I  think  the  situation  is  one 
which  we  have  to  meet  and  it  is  more  or  less  a  test  of  our  own  unity 
and  accord  in  this  country,  a  thing  which  is  disputed  abroad  and  I 
like  the  way  we  are  going  at  it.  I  would  like  to  have  it  done  vigorously, 
effectively,  and  with  as  much  expedition  as  possible,  to  dissipate  as 
much  as  we  can  the  hopes  of  those  who  rely  upon  discord  and  disunity 
in  this  country. 

The  Chairman.  Senator  Lodge  ? 

public  and  private  discussion  needed 

Senator  Lodge.  I  agree  with  what  has  been  said  about  the  long- 
range  and  the  short-range  program.  I  would  like  to  ask  whether  we  are 
going  to  have  a  chance  to  ask  some  questions  in  executive  session  as 
well  as  in  the  open,  because  tliere  are  a  great  many  questions  that  need 
to  be  asked  that  you  do  not  want  to  ask  in  public. 


133 

The  Chairman.  Well,  let  us  put  that  off  until  we  get  through  with 
the  public  sessions. 

Senator  Lodge.  Is  it  your  plan  to  get  through  with  the  public  ses- 
sions this  week  ? 

The  Chairman.  I  do  not  know.  I  am  coming  to  that  in  just  a  mo- 
ment. I  want  to  get  the  general  agreement  and  approach  to  the  thing, 
and  I  understand  you  agree  with  the  general  approach. 

Senator  Lodge.  Yes. 

Senator  Smith.  Can  I  ask  one  more  question?  Is  Ambassador 
Douglas  going  to  appear  in  the  open  session,  or  is  he  going  to  appear 
behind  closed  doors?  I  talked  with  him  at  length  in  London,  and  I 
tliink  he  has  a  ]ot  of  information  he  might  not  want  to  put  out  in 
open  session,  and  I  hope  we  get  it  somewhere. 

The  Chairman.  That  brings  us  down  to  the  practical  question  which 
I  particularly  wanted  to  ask  about,  and  that  is  the  question  of  the  wit- 
nesses you  want.  I  spoke  to  Douglas  this  morning,  and  asked  him  if 
he  was  prepared  to  testify.  I  think  it  is  very  important  that  he  testify 
at  least  partially  in  public. 

Senator  Smith.  I  think  that  your  principal  purpose  there  is  not  to 
be  criticized. 

The  Chairman.  What  Senator  Lodge  has  in  mind  relates  to  military 
secrets  and  impacts  that  just  cannot  vie  in  a  goldfish  bowl. 

Senator  Lodge.  And  things  that  will  make  them  all  sore  in  Europe 
if  they  appear  in  the  papers,  but  things  which  we  have  to  talk  about 
even  though  they  would  make  them  sore. 

The  Chairman.  What  I  would  like  to  do  is  to  complete  the  public 
hearings  so  that  we  can  get  the  full  story.  Then  we  can  go  into  execu- 
tive session  and  call  back  anybody  that  we  want  to  ask  any  additional 
questions. 

PROPOSED  WITNESSES 

So  that  in  addition  to  those  I  have  suggested  to  you,  Ambassador 
Douglas  will  appear.  I  have  got  only  two  or  three  commitments  in 
respect  to  witnesses.  I  asked  Mr.  Charles  J.  Hearst  of  Cedar  Falls, 
Iowa,  who  speaks  for  a  group  of  Iowa  farmers  who  went  voluntarily 
to  Europe  to  look  things  over,  and  who  made  a  very  helpful  statement 
when  he  came  home,  to  appear.  I  thought  it  would  be  of  great  public 
value  out  my  way,  and  I  hope  also  in  Iowa.  I  think  I  should  have 
asked  you  about  that  first.  Senator  Hickenlooper,  but  you  were  not 
here.  Have  you  any  objection  to  Mr.  Hearst  appearing? 

Senator  Hickenlooper.  No,  I  think  it  would  be  very  helpful.  He 
is  a  very  able  fellow. 

The  Chairman.  Then,  entirely  selfishly,  I  have  asked  Mr.  George 
Romney,  of  the  Automobile  Manufacturers  Association  of  Detroit, 
to  appear  for  15  minutes,  because  he  made  a  survey  of  Europe  from 
the  standpoint  of  the  automotive  industry,  and  he  makes  a  very  power- 
ful statement  as  to  the  needs.  That  will  be  very  helpful  in  connection 
with  public  opinion  in  the  Middle  West. 

Mr.  John  Foster  Dulles  wishes  to  appear  for  15  minutes. 

The  only  application  we  have  had  to  testify  is  from  Mr.  Dean  Sut- 
ton, of  the  Borg-Warner  Corp.  in  Chicago.  He  talked  with  Dr.  Wil- 
cox on  the  subject  and,  as  I  understand  it,  has  some  rather  intelligent 
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suggestions  to  make  with  respect  to  useful  American  personnel  in 
Europe  in  connection  with  both  programs. 

Dr.  Wilcox.  He  might  well  be  postponed,  Senator,  until  the  long- 
range  hearings. 

The  Chairman.  All  right.  Anything  we  can  postpone,  let  us  post- 
pone it. 

I  had  a  list  of  eight  names  submitted  by  Bruce  Barton  purely  on 
the  theory  that  he  identified  these  various  witnesses  and  the  helpful- 
ness they  could  be,  but  I  think  that  would  be  almost  entirely  with 
respect  to  the  long-range  plan. 

Senator  Coxxally.  Is  he  for  it  or  against  it  ? 

The  Chairman.  Well,  he  is  somewhat  on  the  fence.  These  are  fel- 
lows like  Henry  Hazlitt,  financial  editor  of  Newsweek;  Dr.  Virgil 
Jordan,  president  of  the  National  Industrial  Conference  Board ;  Eu- 
gene McAuliffe,  president  of  the  Union  Pacific  Coal  Co.,  who  has  been 
making  a  study  of  coal  in  Europe;  Joseph  M.  Dodge,  president  of 
the  Detroit  Bank  and  president  of  the  American  Bankers  Association, 
who  has  been  representing  us  on  the  Austrian  Commission ;  Sloan  Colt, 
chairman  of  the  Bankers  Trust  Co.  Colt  favors  aid  to  Europe  but 
believes  Congress  must  set  up  some  central  commission,  and  so  forth. 

Senator  Connally.  Most  of  those  fellows  are  going  to  testify  on 
the  long-range  program. 

The  Chairman.  That  would  be  my  analysis  of  the  thing. 

Senator  Lodge.  This  fellow  Hazlitt  has  written  a  thing  which  is  en- 
tirely on  the  long-range  thing. 

Senator  George.  He  is  rather  unfavorable  to  it. 

Senator  Lodge.  Very. 

The  Chairman.  Have  you  any  witnesses  that  any  of  you  have  in 
mind? 

Senator  Coxnaely.  Do  you  not  want  to  ask  some  more  of  the  De- 
partment fellows? 

The  Chairman.  We  are  going  to  have  Nourse,  Lovett,  and  his  whole 
staff  all  day  tomorrow. 

Senator  Connally.  I  think  Lovett  has  a  better  grasp  of  this  thing 
than  anybody  there  in  the  State  Department.  He  has  been  sleeping 
with  it  and  working  on  it. 

BILATERAL    AGREEMENTS    FAVORED 

The  Chairman.  And  he  can  underscore  some  of  the  things  that  I 
wish  they  had  stuck  out  a  little  more  this  morning;  for  instance,  for 
my  money,  I  think  the  most  interesting  single  thing  in  the  way  they 
have  worked  it  out  is  their  purpose — I  am  talking  about  long  range 
now — to  write  bilateral  contracts  with  each  beneficiary  country,  and 
set  up  in  those  contracts  the  very  targets  which  these  countries  them- 
selves have  conceded  that  they  ought  to  reach,  and  to  make  the  continu- 
ity of  o\u-  assistance  absolutely  contingent  upon  their  good  faith  pro- 
cedure under  their  ov/n  promises.  I  think  when  the  American  people 
fully  understand  what  tliat  means,  it  is  going  to  make  a  tremendous 
difference  in  their  point  of  view,  because  that  just  takes  you  out  of 
the  Christmas-tree  classification  entirely,  and  Lovett  can  develop  that 
thing  because  that  is  his  scheme. 
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Senator  Smith.  I  am  glad  that  was  brought  out,  because  ^yhen  I  was 
abroad,  talking  with  Mr.  Douglas,  there  was  some  question  as  to 
whether  they  would  have  bilateral  agreements  with  each  country,  or 
whether  it  would  be  an  overall  performance  of  the  whole  crowd.  I  am 
deli<rhted  it  will  be  bilateral. 

The  Chairman.  Lovett's  proposal  is  to  have  both,  a  bilateral  agree- 
ment with  each,  and  an  overall  agreement  with  all  of  them,  sothat 
each  is  responsible  to  the  others  for  their  cooperation.  I  think  that  is 
just  a  tremendous  advance. 

Senator  CoxNALLY.  I  talked  to  Clayton  when  I  first  came  back,  and 
that  was  his  idea,  too. 

The  Chairman.  It  will  make  all  the  difference  in  the  world. 

Senator  Connally.  You  cannot  overlook  one  thing,  though.  The 
operation  of  this  interim  thing,  and  our  experience  under  it,  is  going 
to  have  a  good  deal  to  do  w^ith  the  long-range  program. 

administration  of  interim  program 

Senator  Smith.  That  would  mean,  then,  Senator,  that  the  question 
of  the  setup  to  operate  this  interim  thing  would  be  an  important  part 
of  our  hearings.  I  was  just  thinking  aboutthat. 

Senator  Connally.  The  Secretary  did  not  recommend  the  addi- 
tional machinery  for  that. 

Senator  Smith.  I  know  he  did  not.  Apparently  we  can  go  on  with 
our  present  recovery  machinery.  I  think  we  ought  to  explore  it  to- 
morrow, thoujrh. 

Senator  Connally.  I  think  you  have  to  have  one  man  to  run  it.  Of 
course,  he  will  have  to  have  a  staff  of  advisers. 

The  Chairman.  You  are  talking  about  the  long  range? 

Senator  Connally.  Yes. 

The  Chairman.  Bob  LaFollette  was  in  the  office  on  Saturday  be- 
fore he  took  off  for  Mexico,  and  he  did  a  tremendous  job  on  the  Harri- 
man  Commission.  Harriman  tells  me  he  does  not  know  what  he  would 
have  done  without  him,  and  Bob  wants  to  come  down  and  testify  on 
the  long-range  program,  and  he  is  just  nuts  about  the  one  central 
thought  that  Senator  Connally  has  just  voiced,  that  he  doesn't  care 
how  many  boards  of  directors  you  have  to  pass  upon  high-level  policy, 
he  wants  one  responsible  administrator  running  this  business  the  way 
you  always  have  a  president  and  a  general  manager  running  a  busi- 
ness, and  he  does  not  want  to  have  a  commission  sitting  around  that 
has  to  pass  on  every  pencil  that  goes  anywhere.  He  pounds  the  table  on 
that  subject.* 

Senator  Capper.  I  believe  he  is  right. 

STOPGAP   testimony 

The  Chairman.  Have  any  of  you  any  witnesses  you  would  like  to 
have  us  bring  in  at  the  present  time?  I  will  be  glad  to  get  anybody 
you  want. 


♦For  the  Harriman  Commission  report  see :  President's  Committee  on  Foreign  Aid, 
European  Recovery  and  American  Aid  (Washington  :  Government  Printing  Office,  Novem- 
ber 7,  1947). 
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Senator  White.  Mr.  Chairman,  I  think  if  it  is  made  clear  to  the 
American  public  that  you  are  dealing  in  the  first  instance  with  this 
emergency  legislation,  and  the  testimony  in  the  first  instance  is  to  be 
confined  to  the  necessity  for  this  emergency  legislation,  you  will  not 
find  a  great  group  of  witnesses  presenting  themselves. 

The  Chairman.  We  violate  that  rule  ourselves  the  moment  we  give 
a  day  to  Harriman,  because  his  report  relates  entirely  to  the  long-range 
plan. 

Senator  White.  But  I  think  you  can  differentiate  between  the  pub- 
licly minded  people  of  the  country,  of  whom  there  are  millions,  and 
an  official  of  the  Government. 

The  Chairman.  I  think  so. 

Senator  Connallt.  On  the  other  hand,  if  there  is  anybody  who 
wants  to  appear  against  it,  we  should  let  him  speak. 

The  Chairman.  Oh,  sure. 

Have  you  had  any  further  requests  of  any  nature  ? 

Mr.  O'Dat.  No. 

Senator  Connallt.  Some  of  those  nine  that  you  read  are  against 
it.  I  feel  sure.  You  have  not  consulted  Ben  Marsh ,  have  you  ? 

The  Chairman.  No,  nor  Mrs.  Waters. 

Senator  Hickenlooper.  Having  talked  with  Lew  Douglas,  as  sev- 
eral have  here,  on  two  or  three  occasions,  it  is  my  impression  that  his 
testimony  will  be  much  more  valuable  on  the  long-range  situation  than 
on  the  short.  I  think  he  will  have  some  pertinent  views  on  the  short- 
range  emergency  situation,  but  he  has  very  comprehensive  views  on  the 
long-range,  backed  by  some  pretty  sound  business  statistical  judgment. 

The  Chairman.  And  that  testimony  could  be  given  in  public  ? 

Senator  Hickenlooper.  Some  of  it  could,  I  think.  Some  of  it  we 
might  want  to  consider  whether  we  make  it  public.  As  Senator  Lodge 
said,  it  might  make  a  lot  of  people  in  Europe  mad  if  we  bring  out  too 
much  of  it  in  public.  I  would  not  want  to  ask  Douglas  to  discuss  in 
public  what  seems  to  be  a  sharp  division  of  opinion  in  Britain  itself 
with  regard  to  whether  this  aid  business  is  going  to  be  useful.  I  would 
not  do  that  in  public. 

He  has  some  valuable  views  that  we  should  give  some  thought  to, 
whether  we  agree  with  them  or  not. 

The  Chairman.  We  will  try  to  do  this.  Maybe  we  can  wind  up  the 
hearings  this  week.  We  will  try  to  do  this  this  week.  We  will  try  to 
concentrate  on  stopgap  testimony  with  a  backlog  of  general  concepts 
of  the  long-range  program  as  a  basis  for  our  judgment. 

Senator  Lodge.  And  we  can  make  some  exceptions,  as  in  the  case  of 
Douglas,  who  may  not  be  here  next  January. 

The  Chairman.  He  will  be  back,  I  think.  And,  as  Senator  Barkley 
says,  so  far  as  I  am  concerned,  if  the  committee  is  going  to  be  avail- 
able, when  we  do  get  through  with  the  stopgap  thing,  I  would  like 
to  move  right  into  the  long-range  thing  and  get  it  over  and  off  our 
necks  just  as  soon  as  the  President  is  ready  to  submit  a  concrete 
proposal. 

Senator  Hickenlooper.  We  are  kind  of  in  the  position  that  we  used 
to  be  in  down  home,  where  a  fellow  used  to  come  to  the  back  door 
and  say  he  was  hungry  and  wanted  to  work  to  pay  for  his  meal.  You 
would  feed  him  first,  if  he  was  really  hungry,  and  then  sit  down  and 
try  to  figure  out  something  for  him  to  do. 
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Senator  Barkley.  You  had  a  selfish  motive,  too.  He  could  do  better 
work  after  you  had  fed  him,  if  he  was  hungry. 

AID  TO  ENGLAND  AND  GERMANY 

Senator  Connally.  I  want  to  ask  a  question  of  you,  too.  The  situa- 
tion in  England  concerns  me.  What  are  the  plans  about  England  ?  We 
talk  about  France  and  Italy.  England  won't  get  anything  under  the 
temporary  aid. 

The  Chairman.  That  is  substantially  correct. 

Senator  Connally.  What  about  the  long-range  program  ? 

The  Chairman.  She  gets  most  of  it.  I  mean,  she  is  the  major  factor. 
She  gets  the  largest  proportion. 

Senator  Connally.  If  we  decree  it.  I  just  wondered. 

Senator  Smith.  Before  she  comes  through  on  a  coal  target  busi- 
ness, that  may  be  difficult  for  her  to  accomplish,  which  is  terribly 
important  in  the  future. 

Senator  George.  What  did  Marshall  say  about  the  military  recom- 
mendations that  would  come  down  here  shortly  ?  What  amount  did  he 
name? 

The  Chairman.  $500,000,000. 

Senator  Barkley.  I  thought  he  said  $300  million  as  to  Western 
Germany. 

The  Chairman.  Both-  figures  are  right.  This  is  an  interpolation.  It 
was  not  in  his  prepared  statement :  "There  is  one  further  element 
with  respect  to  interim  needs.  It  is  my  understanding  that  the  De- 
partment of  the  Army  will  be  presenting  some  additional  require- 
ments for  funds  for  occupied  areas  above  the  present  appropriations 
available  for  this  purpose  during  the  current  fiscal  year.  I  am  told 
that  these  will  be  on  the  general  order  of  $500  million,  of  which 
slightly  more  than  $300  million  will  be  for  additional  requirements 
in  Western  Germany." 

Senator  Hickenlooper.  That  money,  however,  will  go  for  the  spe- 
cialized relief  and  occupation  use  of  the  Army  as  against  this  emer- 
gency situation. 

The  Chairman.  That  is  true. 

Senator  George.  But  it  is  in  Germany,  and  no  part  of  this  is  being 
asked  for  any  rebuilding  of  Germany. 

The  Chairman.  No. 

Senator  Hickenlooper.  I  think,  Mr.  Chairman,  speaking  of  Great 
Britain,  and  some  of  these  other  gentlemen  who  were  along  this 
summer  can  check  this,  it  seems  to  me  that  England  probably  has 
enough  credits  in  one  way  or  another  to  scratch  through  the  emer- 
gency situation  of  the  winter.  That  is  why  this  particular  emergency 
bill  is  being  directed  more  to  France  and  Italy  and  one  or  two  other 
countries. 

Senator  Hatch.  There  is  still  $300  million  or  $400  million  left  of  the 
loan. 

Senator  Hickenlooper.  And  she  has  some  other  foreign  assets  which 
she  can  convert  into  dollars,  and  therefore,  England  is  not  accentu- 
ated in  this  emergency  proposal  for  this  winter.  She  can  sort  of 
scratch  through  until  spring.  But  she  will  be  heavily  included  in  the 
long-range  rehabilitation  program. 
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Senator  Connally.  I  want  to  ask  some  of  the  boys  that  were  over- 
seas, some  of  you  folks  that  have  been  in  Europe  touring  around, 
which  do  you  think  is  in  the  worst  condition,  Italy  or  France  ? 

.  GENERAL  SITUATION   IN  EUROPE 

Senator  Smith.  My  answer  is  France.  I  think  France  is  worse  off 
than  Italy.  I  was  rather  cheered  up  with  Italy. 

Senator  Connally.  I  want  to  follow  that  up  with,  why  ? 

Senator  Smith.  Because  the  feeling  of  our  own  people  in  the  em- 
bassy there  was  that  Italy  is  really  working  and  France  is  not  working. 

Senator  Connally.  That  is  what  I  wanted  to  get  at. 

Senator  Barkley.  And  Italy  has  better  leadership  than  France  has, 
in  control. 

Senator  Smith.  Italy  is  eager  to  work  and  France  has  not  shown 
that  yet. 

Senator  Hickenlooper.  There  is  another  element  that  appeals  to  me, 
and  that  is  that  France  is  more  in  the  heart  of  Europe:  her  potential 
production  and  industrial  j)roduction  is  far  greater  than  Italy's,  and 
the  rehabilitation  of  France,  which  now  is  at  a  very  low  morale  ebb, 
is  probably  more  vital  and  more  urgent  to  the  reconstruction  of  the 
whole  body  of  Central  Europe,  even  than  the  reconstruction  of  Italy, 
but  Italy  is  working  harder  than  France  is. 

Senator  Connally.  We  cannot  reconstruct  her  unless  she  wants  to 
be  reconstructed. 

Senator  George.  She  has  20  percent  of  her  people  on  the  Government 
payroll  and  England  has  over  10  percent.  Until  they  do  something 
about  that,  neither  one  of  them  is  coming  back  very  much.  Of  course, 
now,  that  is  something  they  have  to  do. 

Senator  Smith.  That  is  the  question  that  was  raised  when  I  was 
discussing  it  with  our  people,  whether  we  should  say,  "As  a  condition 
of  our  help,  you  have  to  change  your  govoi-nmental  setup." 

Senator  George.  I  do  not  think  we  can  go  into  their  governmental 
affairs  and  take  control.  They  have  to  control  it  themselves. 

Senator  Barkley.  The  people  in  the  country  in  France  are  working. 
They  have  had  a  terrific  drought  over  there,  which  affects  the  crops 
and  the  supply  of  food.  The  people  in  rural  France  always  have 
worked. 

Senator  George.  They  have  worked  all  the  time,  but  they  are  not 
bringing  the  stuff  into  town,  and  you  cannot  blame  them  when  the 
franc  is  not  worth  anything. 

Senator  Barkley.  The  same  is  true  in  Germany.  They  cannot  buy 
anything  with  what  they  get  for  their  crops. 

Senator  Smith.  That  is  true  in  all  those  soft-money  countries. 

Senator  Barkley.  The  people  in  Greece  and  Italy  both  are  workinir 
as  hard  as  they  can  with  what  they  can  get. 

Senator  George.  I  have  heard  from  a  lot  of  people  in  Greece  and 
Italy,  or  from  several  people  who  are  in  minor  official  positions,  and 
they  all  seem  to  think  that  Italy  is  in  better  shape  than  France,  and  I 
had,  of  course,  a  contrary  view. 

Senator  Lodge.  It  depends  on  what  you  mean.  The  people  in  Italy 
are  in  a  more  optimistic  state  of  mind  because  they  have  been  mucli 


139 

worse  off  and  they  do  not  expect  as  much  out  of  life.  The  French  have 
always  had  a  higher  standard  of  living  and  they  have  had  a  more 
complicated  economy  and  one  that  gets  out  of  gear,  but  I  think  that 
fundamentally  the  average  person  lives  better  in  France  even  today 
than  he  does  in  Italy,  but  he  does  not  feel  as  good  about  it. 

Senator  George.  They  are  working  in  France.  There  are  three  things 
that  are  the  matter  with  France.  One  is  wheat,  one  is  coal,  and  one  is 
politics.  They  have  always  got  political  trouble. 

The  Chairman.  You  have  them  in  the  wrong  order. 

Senator  Lodge.  If  they  could  get  wheat  and  coal  they  would  be  all 
right.  There  are  a  lot  of  industries  in  which  they  are  woi-king  harder 
than  they  did  before  the  war,  and  French  production  in  a  great  many 
respects  is  higher  than  it  has  been  since  the  thirties. 

Senator  Conxally.  In  what  particular  lines  are  they  working  so 

hard  ? 

Senator  Lodge.  They  are  working  hard  in  the  plaster  business,  and 
the  cement  business,  and  the  brick  business,  but  you  cannot  eat  that, 
and  they  cannot  even  repair  the  buildings,  they  cannot  even  maintain 
the  buildings  that  they  have  got,  because  whenever  an  industrial  oper- 
ation starts  in  France,  then  they  run  out  of  coal  and  that  interrupts 
everything.  They  have  a  weak  government  that  cannot  enforce  its  own 
laws.  That  is  the  trouble  all  through  Europe,  That  is  one  of  the  prob- 
lems in  England,  the  weakness  of  the  government. 

Senator  George.  What  is  the  prospect  when  De  Gaulle  comes  in? 
Senator  Lodge.  I  do  not  think  De  Gaulle  can  do  a  great  deal  as  long 
as  France  does  not  produce  enough  coal,  and  the  big  problems  of 
France  do  not  depend  so  much  on  the  government  as  they  do  on  inter- 
national affairs  and  as  they  do  on  the  weather. 

Senator  Barkley.  I  think  the  prospect  is  that  if  De  Gaulle  comes  in, 
lie  will  stay  in  for  awhile  and  go  out  again. 

Senator  Lodge.  And  things  would  not  be  much  different. 
Senator  George.  I  am  not  so  sure  he  will  go  out  again. 
Senator  Barkley.  If  he  should  turn  out  to  be  the  strong  man 
France  needs,  he  ought  not  to  go  out,  but  there  is  a  great  deal  of  feeling 
that  he  is  not  that  strong  man. 

Senator  Lodge.  He  is  a  long  way  from  being  in  yet,  Senator  George. 
Senator  Hickenlooper.  The  French  bread  ration  has  been  reduced 
to  200  grams  a  day,  and  that  is  lower  by  150  grams  or  more  than  it  was 
during  the  German  occupation,  and  the  Frenchman  normally  eats  700 
grams  of  bread  a  day.  Bread  and  wine  and  a  little  cheese  are  his  life. 
That  is  the  staple  diet.  Now  he  is  on  a  200-gram  diet  of  bread  a  day, 
and  he  is  hollering  his  head  off. 

Senator  Lodge.  And  part  of  it  is  his  own  fault,  because  he  is  feeding 
the  wheat  to  his  animals. 

Senator  Hickenlooper.  He  had  a  low  wheat  crop. 
Senator  Lodge.  He  had  a  low  wheat  crop,  but  if  he  had  not  wanted 
to  raise  meat  for  the  black  market,  he  would  have  had  more  wheat. 

The  Cpiairman.  I  hope  you  will  all  dig  in  tomorrow  in  the  examina- 
tion and  make  it  a  good  one,  because  we  want  to  explore  the  whole 
thing.  Tomorrow  is  the  best  day  to  pick  the  brains  of  Marshall  and 
Lovett  and  their  specialists.  V/e  have  all  day  for  it. 

Senator  Coxnally.  That  cross-examination  will  cover  both  the 
Ions-term  and  the  short-term  ? 

85-654 — 73 10 
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The  Chairman.  Yes,  anything  you  want  to  ask  about.  I  do  not  be- 
lieve you  can  do  the  short-gap  in  a  vacuum. 

Senator  Lodge.    Do  you  plan  to  meet  on  Saturday  ? 

The  Chairman.  If  necessary,  yes. 

Senator  George.  All  the  meetings  will  be  over  there  ? 

The  Chairman.  All  the  hearings  will  be  over  there.  Then  everyone 
will  know  what  is  going  on. 

There  will  be  no  meeting  at  2  o'clock  this  afternoon. 

Ten  o'clock  tomorrow  morning  we  will  meet  in  the  caucus  room. 

(Whereupon,  at  12:15  p.m.,  the  hearing  was  adjourned.) 


INTERIM  AID  FOR  EUROPE 


MONDAY,   NOVEMBER   17,   1947 

United  States  Senate, 
Committee  on  Fokeign  Relations, 

Washington^  D.C. 

The  committee  met,  pursuant  to  call,  in  the  committee  hearing 
room,  U.S.  Capitol,  at  10  a.m..  Senator  Arthur  H.  Vandenberg, 
chairman,  i^residing. 

Present:  Senators  Vandenberg  (chairman),  Capper,  White,  Wiley, 
Smith,  Hickenlooper,  Lodge,  Connally,  George,  Thomas  of  Utah, 
and  Barkley. 

The  Chairman.  The  committee  will  come  to  order. 

There  are  two  things  to  which  I  would  like  to  get  your  answer  this 
morning.  The  first  is  whether  you  are  satisfied  witli  the  extent  of 
available  information,  or  whether  there  is  anything  you  want  pro- 
duced before  we  write  up  the  bill. 

Senator  George.  I  do  not  want  any  further  information  so  far  as  I 
am  concerned.  This  is  the  interim  bill '( * 

The  Chairman.  That  is  all  I  am  talking  about. 

Senator  George.  That  is  all  this  is  'i 

The  Chairman.  That  is  right. 

Senator  George.  You  say  that  is  all  ? 

The  Chairman.  That  is  right. 

Senator  Smith.  Are  we  definitely  not  going  to  go  over  the  larger 
program  in  the  sliort  session  i 

The  Chairman.  Nobody  knows  about  that.  It  certainly  is  not  in- 
volved here. 

Senator  Smith.  We  would  be  called  upon  to  work  on  the  bill  if  it  did 
come  up? 

The  Chairman.  That  is  true,  but  that  is  not  the  question  this 
morning. 

Senator  Connally.  There  is  one  little  point  on  which  I  am  not  satis- 
fied, but  I  do  not  laiow  that  we  can  clear  it  up,  and  that  is  that  in  these 
16  nations  nobody  screened  the  other  fellows.  Nobody  went  out  and 
said,  "Here,  you  haven't  got  any  business  wdth  that." 

The  Chairman.  That  is  long-range. 

Senator  George.  This  is  just  three  of  them. 

Senator  Connally.  I  am  not  quarreling  about  it,  but  I  would  like 
to  be  enlightened. 


*The  administration  draft  of  the  Interim  Aid  bill  referred  to  in  this  discussion  is 
reproduced  in  the  appendix,  pp.  312-13.  This  draft  was  introduced  as  S.  1757  by  Senator 
Connally  (for  himself  and  Senator  Vandenberg)  by  request  on  November  17,  1947.  It 
was  reintroduced  in  amended  form,  by  the  same  Senators  as  S.  1774  on  November  20, 
1947.  For  an  explanation  of  this  see  appendix,  p.  374. 
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ADMINISTRATION    OF    INTERIM    BILL 


Senator  George.  There  is  a  point  on  which  I  Troiild  like  to  have  en- 
lightenment, and  I  do  not  know  how  to  get  it  and  I  do  not  reckon  any- 
body can  furnish  it,  and  that  is,  who  is  realh^  going  to  administer  this 
money  or  these  supplies  over  there  ? 

The  Chairman.  I  think  it  is  this  organization  headed  by  Allen,  the 
former  International  Eed  Cross  man,  who  apparently  has  been  doing 
a  thoroughly  splendid  job  with  the  post-UXRRA  administration. 
Senator  George.  Is  he  going  to  do  it  from  the  European  side  ? 
The  Chairman.  That  is  right,  as  I  understand  it. 
Senator  Connally.  Does  this  bill  authorize  the  President  to  employ 
anybody  except  the  Depaitments  ? 
The  Chairman.  I  think  not. 

Senator  Hickenlooper.  It  says  "withiii  the  existing  agencies." 
Senator  Connally.  His  is  not  an  existing  agency.  They  have  to  get 
him  in.  They  wouldn't  have  any  difficulty  about  that.  They  have  more 
difficulty  getting  them  out  than  they  do  in  getting  them  in. 

Senator  George.  The  whole  thing  depends  upon  that  administration. 
If  it  is  bad,  it  will  be  a  bad  move  and  a  bad  effort.  If  it  is  indifferent, 
it  will  be  an  indifferent  program. 

Senator  Thomas  of  Utah.  As  I  read  this,  on  administration  the 
President  can  use  anybody  or  anything.  It  is  very  broad.  I  cannot 
lay  my  hand  on  it  now. 

Senator  Hickenlooper.  It  is  section  3. 

Senator  Connally  (reading).  "The  President,  acting  through  such 
departments,  agencies,  or  independent  establishments  of  the  Govern- 
ment as  he  shall  direct,  may,  by  allocation  of  funds  to  any  such  de- 
partments, agencies,  or  independent  establishments,  or  by  making 
funds  available  to  the  government  of  a  recipient  country,  whenever 
he  finds  it  in  furtherance  of  the  purposes  of  this  act  and  upon  the 
terms  and  conditions  set  forth  in  this  act  and  upon  such  other  terms 
and  conditions  as  he  may  determine  *  *  *".  But  Allen  is  in  some 
sort  of  outfit  now,  is  he  not  ? 

The  Chairman.  Yes ;  I  do  not  know  what  it  is. 

Senator  Hickenlooper.  We  are  running  that  show  that  he  is  run- 
ning, are  we  not?  Is  that  not  strictly  an  American  Government  relief 
activity  ? 

The  Chairman.  Oh,  entirely. 

Senator  Hickenlooper.  Then  he  would  be  a  member  of  an  existing 
agency  of  our  Government. 

The  Chairman.  My  understanding  is  that  it  is  just  intended  to  ex- 
pand Allen's  jurisdiction. 

Senator  Hickenlooper.  That  is  my  understanding. 

Senator  Lodge.  General  Marshall  practically  said  so. 

Senator  Connally.  There  will  be  a  Cabinet  officer  over  Allen,  will 

there  not  ? 

Senator  Barkley.  I  do  not  think  Allen's  activity  comes  under  any 
Department,  unless  it  is  the  State  Department,  and  I  am  not  sure  of 

that.  ,  ^  ,  , 

Senator  George.  It  is  the  President  and  State  over  there,  of  course. 

That  is  about  all  it  could  be.  .  .         ,     , 

The  Chairman.  Before  you  came  in,  Alben,  I  was  inquiring  whether 
anybody  wanted  any  more  information  before  we  went  to  work  on 
this  thing. 
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Senator  Thomas  of  Utah.  Mr.  Chairman,  I  think  that  in  this  set- 
up we  ought  to  see  to  it  that  anyone  who  is  in  charge  does  not  come 
in  conflict  with  the  regular  diplomatic  people.  Evidently  what  is  tak- 
ing place  in  Greece  is  that  there  is  a  real  disagreement  between  Gris- 
wold  and  the  Ambassador  over  there  about  things.  I  do  not  know 
how  bad  it  is  or  anything  about  it  excepting  that  there  is  a  clash. 
This  is  so  broad  that  the  President  can  actually  hand  money  over  to 
a  foreign  government  to  administer,  without  any  strings  on  it  at 
all  after  he  does  that. 

Senator  Wiley.  Whose  baby  is  this  ? 

COXFUSION  OV^R  PHILOSOPHY  OF  BILL 

Senator  Smith.  I  am  not  quite  clear  on  the  difference  between  the 
philosophy  of  this  bill  and  the  bill  that  was  passed  this  year.  I  under- 
stood from  Secretary  ]\Iarshall  that  they  were  virtually  the  same,  but 
in  talking  to  Mr,  Herter  he  said  they  were  quite  fundamentally  dif- 
ferent, and  that  is  why  he  suggested  that  we  simply  amend  the  other 
bill,  leaving  in  all  the  controls  we  have  there,  and.  do  not  shift  the 
center  of  gravity. 

The  Chairman.  That  is  the  other  question  that  I  want  to  bring  up 
secondly. 

Senator  George.  I  do  not  think  we  need  any  further  information. 
We  have  the  information  to  write  a  short  bill,  I  think. 

Senator  Smith.  I  think  we  have  the  information.  It  is  a  question 
of  getting  our  heads  together  and  working  it  out. 

Senator  Barkley.  AVe  might  w^ant  some  informal  information  as 
to  the  effect  of  what  we  might  do  here. 

Senator  George.  We  might  have  the  State  Department  up  here. 

The  Chairman.  I  will  ask  Dr.  Wilcox  now  to  have  a  responsible 
representative  of  the  State  Department  here  tomorrow. 

Senator  George.  Very  responsible.  I  think  you  want  your  high- 
ranking  people  up  here. 

QUESTIONS   ON   DETERMINATION   OF  EXPORT   GOODS   AND  FIGURES 

Senator  Lodge.  There  is  some  information  I  would  like  to  have  deal- 
ing with  the  exact  procedure  which  was  followed  in  arriving  at  these 
figures  of  goods  that  are  scarce  in  this  country.  I  did  not  get  any 
clear  picture  at  all  in  the  hearings  as  to  just  how  they  decided  on 
things  like  fertilizer  and  petroleum,  which  are  scarce  in  this  coun- 
try, and  how  they  determined  the  relative  importance  of  the  home 
economy  and  the  relative  importance  of  aid  to  Europe,  and  I  would 
like  to  have  Lovett  come  up  here  and  describe  step  by  step  exactly  how 
that  determination  was  made. 

Senator  George.  You  would  like  to  have  who  come  ? 

Senator  Lodge.  Secretary  Lovett. 

The  Chairman.  Dr.  Wilcox,  w^ill  you  put  that  down  ? 

Senator  George.  I  would  like  to  have  Secretary  Anderson  come  up 
here  too.  while  we  are  writing  up  this  bill.  My  impression  is  that  they 
just  said,  "We  can  take  5  percent  of  our  production  of  nitrates  and 
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give  it  away."  That  is  about  all  they  did.  And  I  don't  know  that  they 
could  do  very  much  more.  We  were  already  shy  anyway. 

Senator  LodCxE.  I  would  like  to  know  the  dates.  I  would  like  to  know 
whether  they  did  this  with  the  knowledge  of  the  present  shortage  in 
mind,  or  whether  they  did  it  before  the  shortage  developed.  I  would 
like  to  get  the  whole  factual  background  on  that. 

The  Chairman.  Senator  George,  you  want  Secretary  Anderson? 

Senator  George.  I  would  like  to  have  Secretary  Anderson  come  up. 
I  would  want  to  talk  with  him  just  a  little  bit. 

Senator  Connally.  When  you  call  him,  had  you  not  better  tip  him 
off  as  to  what  we  want? 

Senator  George.  I  would  rather  hear  him  speak  impromptu. 

The  Chairman.  I  sat  next  to  him  on  Saturday  night  and  told  him 
that  the  only  point  at  which  the  Herter  committee  had  challenged 
the  figures  of  the  Department  was  in  respect  to  the  Italian  estimate  of 
their  need  for  wheat,  and  he  said,  "I  am  already  familiar  with  that," 
and  I  said,  "Are  you  prepared  to  explain  it?"  and  he  said  "Yes,"  so 
perhaps  that  ought  also  to  be  covered. 

Senator  George.  I  think  so,  but  it  is  a  general  thing  about  which  I 
want  to  see  him. 

Senator  Lodge.  We  are  going  to  get  that  reconciled  ? 

The  Chairman.  Yes,  indeed. 

Senator  Wiley.  In  looking  at  this  $597  million 

Senator  Connally.  You  had  better  look  at  it  good.  You  won't  ever 
see  it  any  more ! 

Senator  Wiley.  I  want  to  find  out  definitely,  along  the  lines  on 
which  Senator  Lodge  spoke,  for  what  this  is  to  be  expended.  As  I 
understood  it,  this  is  stopgap  legislation,  and  that  it  is  simply  to 
cover  food  and  clothing  and  stuff  like  that.  Is  it  supposed  to  take 
into  consideration  strategic  materials  out  of  this  country,  and  stuff 
like  that,  including  steel  ? 

Senator  George.  Oh,  yes. 

Senator  Lodge.  There  is  some  steel. 

Senator  George.  $38  million  in  cotton,  $14  million  in  fertilizer,  and 
a  little  steel. 

Senator  Wiley.  How  about  steel  products  ? 

Senator  George.  They  have  to  have  a  little  farm  machinery,  which 
is  already  very  shy  here. 

Senator  Connally.  The  general  purpose  in  section  2  is  confined  to 
food,  fuel,  and  "other  commodities." 

Senator  Wiley.  And  I  want  them  to  list  those  other  commodities, 
because  while  we  are  not  starving  in  the  Middle  West  for  some  foods 
and  stuff,  we  certainly  are  starving  for  some  steel  pipes  and  things. 

Senator  Connally.  I  do  not  think  we  have  any  extra  agricultural 
machinery  to  send  them. 

Senator  George.  Yes ;  somebody  said  so — a  little,  not  much.  There 
is  not  much  in  this  program. 

The  Chairman.  If  you  will  turn  to  this  interim  program,  you  will 
get  the  complete  breakdown  of  everything  that  is  involved,  starting 
on  page  25  in  the  booklet,  "The  Interim  European  Aid  Program." 
That  is  a  staff  document. 
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Senator  Wiley.  There  you  have  your  petroleum  supplies,  $12  billion. 

Senator  Lodge.  That  is  just  Italy. 

Dr.  Wilcox.  France  is  just  before  that,  12  pages  before  that. 

VALUE  OF  LOANS  CUT  BY  INFLATION 

Senator  Lodge.  Is  there  any  possibility  of  making  these  goods  avail- 
able just  as  goods,  without  bringing  dollars  into  the  bill  ?  I  ask  that 
question  because  the  British  loan  was  in  dollars  and  then  we  had  infla- 
tion in  this  country  and  prices  went  up,  and  when  I  was  in  London 
last  September  they  were  complaining  because  our  prices  had  gone  up 
and  thereby  cut  the  value  of  the  loan.  We  were  being  criticized  for 
that.  If  we  could  make  these  goods  available  as  goods,  instead  of  in 
dollars,  we  would  know  where  we  were  at  much  better  in  terms  of  our 
own  domestic  economy. 

Senator  Wiley.  Did  you  tell  them  at  the  same  time — I  did — that 
they  had  to  pay  an  inflated  price  we  Americans  had  to  pay  an  inflated 
price  too,  and  a  lot  more? 

Senator  Lodge.  Wliat  is  the  prospect  of  making  them  available  in 
goods  and  not  in  dollars  ? 

The  Chairman.  I  do  not  know  how  you  can  measure  it  except  in 
dollars,  so  far  as  the  limitations  are  concerned. 

Senator  Lodge.  Could  you  not  say  "so  many  bushels"  and  so  on? 

Senator  Barkley.  The  difficulty  about  that  would  be,  if  you  get  it 
in  barrels  or  tons,  and  the  price  goes  up  and  the  appropriation  did  not 
cover  that  many  barrels  or  tons,  you  would  have  to  come  back  for  a 
deficiency  appropriation  to  get  the  rest  of  the  money. 

The  Chairman.  Senator  Lodge,  bearing  at  least  partially  on  your 
point  I  asked  Dr.  Wilcox  last  weekend  to  prepare  us  a  table  in  tons  and 
barrels,  as  well  as  in  dollars,  so  that  at  least  we  have  that  correlated 
information  as  to  what  the  dollars  are  supposed  to  measure  at  the 
moment. 

Senator  Barkley.  That  would  have  to  be  based  on  present  prices. 

The  Chairman.  Entirely  so. 

Senator  Lodge.  After  all,  you  take  your  fertilizer  picture.  You  have 
to  have  so  much  fertilizer.  The  farmer  can't  put  the  dollars  on  his 
fields ;  he  has  to  put  the  fertilizer  on  his  fields. 

Senator  Connally.  That  is  a  matter  of  information.  We  will  ac- 
tually furnish  them  so  many  of  so  and  so,  but  the  Treasury  will  have 
to  know  what  it  is  in  dollars,  I  would  think. 

Senator  Lodge.  I  just  brought  it  up  to  see  what  you  people  thought 
about  it. 

The  Chairman.  Is  there  anybody  else  who  is  needed  tomorrow  morn- 
ing ?  Let's  get  that  out  of  the  way,  if  that  is  satisfactory. 

Senator  Connally.  Who  can  we  ask  without  rubbing  their  hair  the 
wrong  way?  Who  is  going  to  be  the  responsible  party  to  run  this 
thing  ? 

The  Chairman.  Lovett.  We  will  ask  him  when  he  comes  up 
tomorrow. 

Senator  Connally.  He  will  not  tell  you.  He  does  not  know,  yet  if  he 
does  not  know  nobody  does,  unless  it  is  the  President. 
_  Senator  Smith.  I  thought  they  were  recommending  the  continua- 
tion of  the  present  setup,  so  it  is  not  a  change  in  that  situation. 
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AMENDMENT   TO   RELIEF  ASSISTANCE  ACT  INSTEAD  OF   NEW   BILL 

Senator  Connallt.  The  language  here  is  too  broad.  I  do  not  think 
a  tiling  of  Herter's  suggestion  that  we  go  back  and  tinker  with  this  old 
relief  bill.  I  think  we  ought  to  let  that  alone,  and  write  our  own  bill 
and  have  it  all  right  in  here  as  to  what  we  do. 

Senator  Wiley.  Whose  bill  is  this,  Mai^shall's  ? 

The  Chairman.  Yes,  the  State  Department's. 

The  second  question  is  the  one  Senator  Connally  comments  on  at 
the  moment.  I  talked  to  Eaton  this  morning,  and  he  said  his  committee 
apparently  were  very  much  inclined  toward  just  amending  the  old 
bill,  and  wanted  to  know  what  we  were  going  to  do.  I  think  probably 
since  we  are  going  to  get  at  it  a  couple  of  days  before  they  do  that  their 
decision  might  be  affected  by  ours,  and  perhaps  they  would  go  along. 
It  would  be  a  comparatively  simple  process  to  amend  the  old  bill,  and 
thus  very  definitely  identify  the  continuity  of  the  existing  administra- 
tion of  post-UXRRA  relief.  On  the  other  hand,  there  are  some  things 
we  want  to  do.  things  we  are  pretty  well  agreed  on,  in  respect  to  this 
postscript  which  it  might  not  be  so  easy  to  put  into  just  an  amend- 
ment, although  perhaps  it  could  be  done. 

I  have  asked  Dr.  Wilcox  to  see  if  he  could  put  the  stuff  together  in 
the  form  of  an  amendment  to  the  old  statute  84,  but,  for  instance,  it 
is  my  understanding  that  we  are  pretty  well  agreed  that  while  we  are 
making  this  authorization  on  the  basis  of  a  rather  specific  breakdown 
in  the  State  Department  blue  book,  we  intend  to  allov\'  ourselves  com- 
plete latitude  to  gear  the  actual  delivery  of  commodities  to  our  own 
economy  if  it  changes  in  any  aspect  which  makes  it  difficult  to  pursue 
the  original  prospectus.  I  think  it  is  very  important  that  we  should 
preserve  that  attitude  for  ourselves.* 

Personally,  I  have  been  sort  of  toying  with  the  idea  that  maybe  we 
could  put  a  preamble  on  this  new  legislation  which  would  pretty 
sternly  set  up  the  point  of  view  which  we  are  undertaking  to  imple- 
ment, and,  while  a  preamble  has  no  substantive  legal  value,  neverthe- 
less it  does  have  an  influence  on  the  administration  of  the  act.  You 
couldn't  do  anything  like  that,  I  would  not  think,  very  successfully. 
if  you  tried  to  amend  the  old  law. 

1  do  not  know  how  you  feel  about  it.  I  will  be  glad  to  know. 

Senator  Connally.  Does  not  the  old  law  apply  to  everybody  ? 

The  Chairman.  Yes. 

Senator  Connally.  This  will  not. 

The  Chairman.  That  is  right.  You  would  simply  write  a  new  section 
to  the  old  law  and  say  that  there  is  an  additional  authorization  of 
so-and-so  available  for  the  three  named  countries  under  the  following 
conditions. 

Senator  Bartvley.  You  would  have  to  write  a  whole  new  bill  in  the 
middle  of  an  old  law,  sort  of  like  a  Gulf  Stream. 

The  Chairman.  Except  tliat  you  would  not  have  to  reiterate  all  of 
the  conditions  about  publicity  and  so  forth  and  so  on,  which  constitute 
the  bulk  of  the  new  bill. 

Senator  Barkley.  That  is  true,  but  to  me — and  I  am  just  thinking 
out  loud  for  a  minute — that  was  a  relief  bill,  pure  and  simple.  This 

*"Statute  84"   refers   to   Public  Law   84   which   is   reproduced  In   the  appendix,  p.  300. 
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occupies  a  little  more  dignified  status  than  that,  because  we  do  expect 
to  get  something  back  by  way  of  materials  and  things. 

The  Chairman.  Not  out  of  the  interim  bill. 

Senator  Barkley.  Oh,  no ;  I  am  wrong  there. 

But  it  applies  to  a  little  different  situation  from  that  which  existed 
in  regard  to  the  M'hole  overall  relief  bill.  I  am  rather  superficially 
inclined  toward  writing  this  bill  on  its  own  merits. 

Senator  Connally.  Frankly,  I  do  not  see  the  advantages  in  just 
going  back  and  digging  up  this  old  act  and  just  amending  that.  So  long 
as  we  restrict  it  to  what  we  are  doing  here,  we  can  write  what  we 
please  in  this  without  bothering  the  other  things. 

The  Chairman.  The  chief  advantage,  Senator,  as  I  understand  their 
point  of  view,  is  that  you  can  do  it  in  about  six  paragraphs  instead 
of  about  six  pages. 

Senator  Connally.  You  would  not,  because  if  you  go  to  tinkering 
with  it  it  just  will  not  happen.  It  seems  to  me  you  ought  to  write  this 
bill  on  its  own. 

Senator  Lodge.  Your  idea  of  a  preamble,  I  think,  is  very  important. 
Even  though  it  has  no  binding  effect,  it  does  have  influence.  I  think 
there  are  some  things  we  want  to  say,  and  you  cannot  do  that  if  you 
just  amend  the  old  act. 

The  Chairman.  I  do  not  see  how  you  can,  except  in  a  very  cumber- 
some way. 

Senator  Barkley.  I  as  a  rule  prefer  a  clean-cut  expression  of  the 
legislation  we  are  enacting,  rather  than  to  make  a  patchwork  out  of  it 
by  fixing  up  an  old  bill  that  applies  to  a  different  situation. 

Senator  Smith.  I  understood  there  were  some  safeguards  in  the  old 
bill  that  were  omitted  in  this  bill,  and  I  would  like  to  have  them 
pointed  out.  I  could  come  to  a  conclusion  easier  if  I  knew  what  they 
were. 

Dr.  Wilcox.  I  can  do  that  in  just  a  second. 

bill   as   preface   to    MARSHALL   PLAN 

Senator  Thomas  of  Utah.  I  like  the  idea  of  a  preamble,  and  I  also 
look  at  this  interim  bill  as  being  a  preface  to  the  whole  Marshall  plan, 
which,  of  course,  the  last  bill  was  not.  I  think  the  time  to  make  the 
break  with  the  past,  if  you  are  going  to  think  in  terms  of  what  has  been 
called  the  Marshall  plan,  is  right  now,  rather  than  to  continue  the 
other  thing  and  make  the  break  later  on. 

The  Chairman.  On  the  other  hand,  Senator,  the  reverse  of  that 
argument  has  some  appeal  to  me.  I  would  like  to  present  this  interim 
bill  on  the  theory  that  a  Senator  can  vote  for  it  without  any  commit- 
ment whatsoever  to  any  expanded  obligation  under  the  long-range 
plan. 

Senator  Thomas  of  Utah.  That  is  true. 

The  Chairman.  I  think  it  will  infinitely  shorten  our  problem  and 
simplify  it,  and  I  think  that  is  the  fact. 

Senator  Thomas  of  Utah.  If  you  put  a  preamble  on  this  amend- 
ment, you  are  going  to  change  a  lot  of  the  old  bill. 

Senator  Connally.  There  is  nothing  inconsistent  in  a  man  voting 
for  this  and  a  man  voting  against  the  other  plan. 

The  Chairman.  That  is  what  I  want  to  make  very  clear. 
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Senator  Connally.  That  is  one  reason. 

Senator  Barkley.  If  you  put  a  preamble  in  the  middle  of  the  old 
bill,  that  is  an  ex  post  facto  preamble. 
The  Chairman.  That  cannot  be  done. 

POINT  OF  DIRECT  SUPERVISION  AND  CONTROL 

Dr.  Wilcox.  There  have  been  several  controls  left  out  of  the  new 
bill.  One  point  before  that,  however,  is  this  item  in  section  1,  relating 
to  direct  supervision  and  control  in  each  country.  The  State  Depart- 
ment is  very  much  afraid  that  the  French  Government,  for  example, 
would  object  to  that  in  the  long-range  program,  that  the  United  States 
should  have  direct  supervision  and  control  in  France  over  the  distribu- 
tion of  the  supplies. 

Senator  Connally.  That  is  in  this  bill  now. 

Dr.  Wilcox.  That  is  in  the  old  bill  and  is  not  in  the  new  draft  bill 
provided  by  the  Department. 

Senator  Barkley.  I  hate  to  ask  you  to  repeat,  but  I  did  not  get 
clearly  what  you  said  about  that  difference. 

Dr.  Wilcox.  In  the  old  relief  bill  there  is  language  in  section  1  to 
the  effect  that  such  missions  established  by  the  United  States  shall 
have  direct  supervision  and  control  over  the  distribution  of  relief  in 
these  countries.  The  State  Department  feels  that  would  be  very  ob- 
jectionable from  the  standpoint  of  the  French  Government. 
Senator  Connally.  Have  they  objected  ? 
Dr.  Wilcox.  They  had  not  been  under  the  old  relief  bill. 
Senator  Lodge.  Would  they  object  so  much  that  thoy  would  not 
take  the  money? 
Dr.  Wilcox.  That  I  do  not  know. 

Senator  George.  It  would  give  Russia  more  basis  for  her  contention 
that  we  are  engaging  in  an  imperialistic  experiment.  I  do  not  think 
you  are  going  to  be  able  to  put  any  controls  in  at  all,  except  the  broad 
general  authority  to  stop  supplies  to  any  country  when  they  are  not 
being  properly  used  and  not  reaching  the  proper  people.  Beyond  that 
I  do  not  think  there  is  anything  that  is  going  to  be  worth  anything, 
and  the  whole  thing  depends  upon  your  administrator. 

administrator  to  oversee  allocation  of  supplies 

Senator  Smith.  How  would  you  observe  that?  Would  you  have  a 
force  in  the  country  to  see  that  they  were  going  to  the  proper  place  ? 

Senator  George.  Certainly.  You  would  have  to  have  an  adminis- 
tration pver  there,  and  that  administrator  ought  to  work  out  of  our 
Embassies,  in  my  opinion.  If  you  set  up  an  independent  agency  there, 
and  have  it  separate,  all  the  pressure  on  earth  will  be  brought  on  that 
little  old  independent  agency  and  shoot  it  to  pieces  before  morning. 
It  ought  to  come  through  our  State  Department,  through  our 
Embassies. 

Of  course,  this  will  be  an  additional  agency,  operating  there  within 
the  Embassies,  under  the  Embassies.  You  can  write  lots  of  things  in 
here,  but  they  will  not  do  any  good  except  just  to  give  Russia  an 
opportunity  to  say,  "Yes,  we  told  you  what  those  felloAvs  were  going 
to  do  to  you.  Now  you  see  what  they  are  going  to  do  to  you." 
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SUBMISSION  OF  ini)i\t:dual  plans 

Senator  Hickenlooper.  I  did  not  intend  to  bring  this  up  until  we 
irot  to  talking  about  the  bill,  later,  but  it  seems  apropos  at  the  moment. 
Can  you  safeguard  against  that  by  some  suggestion  in  this  bill  along 
tlie  line  of  requiring  each  of  these  nations  to  submit  somewhat  de- 
tailed plans  as  to  the  application  of  this  relief  they  get? 

Senator  George.  If  you  have  any  administrator  there  at  all  he  will 

~i  art  with  that. 

Senator  Hickenlooper.  I  mean,  put  it  in  the  bill.  It  is  not  now  in 
the  bill.  There  is  only  a  nebulous  statement  in  the  bill. 

Senator  George.  I  think  the  more  we  say  the  worse  it  will  be.  The 
less  we  can  say  the  better.  The  least  we  can  say  is  that,  "You,  as 
administrator,  now,  proceed  to  see  that  this  relief  goes  where  the 
Congress  intended  it  to  go,  and  when  it  ceases  to  go  there,  stop  it." 

BURDEN    ON    ADMINISTRATOR 

Senator  Hickenlooper.  Then  don't  you  get  yourself  into  this  kind 
of  position,  that  you  put  a  tremendous  burden  on  the  administrator 
to  use  his  judgment  and  discretion  as  to  whether  or  not  it  is  right? 
If  you  have  a  preliminary  outline  by  these  countries  themselves  as 
to  what  they  are  going  to  do  with  it,  then  if  our  administrator  follows 
through  and  they  are  not  doing  what  they  propose  themselves  to  do 
with  the  money,  you  do  not  have  to  rely  on  your  own  discretion  as  to 
the  application.  You  can  point  to  what  they  said  they  would  do  with  it. 

Senator  George.  The  administrator  would  call  on  them  to  start 
with  a  blueprint.  He  could  not  start  anywhere  else.  That  is  just  my 
own  view  about  it. 

Senator  Barkley.  I  rather  concur  in  Senator  George's  view.  Of 
course,  you  have  a  prospectus  already  laid  down,  generally,  as  to  where 
this  money  can  go,  what  it  is  to  be  used  for.  You  have  to  guard  against 
having  the  administrator,  if  you  are  going  to  have  one,  especially  if 
he  is  going  to  be  independent  of  the  Embassy,  which  would  create  a 
good  deal  of  trouble — it  ought  not  to  be,  but  if  it  should  so  turn  out 
to  be — have  too  much  pressure  brought  to  bear  upon  him,  and  if  he 
is  going  to  ask  the  recipient  government  to  write  out  in  addition  to  all 
that  has  been  done  here,  and  said,  with  the  categories  designated, 
another  list  of  things  they  want,  they  will  be  tempted  to  put  in  some 
things  that  were  eliminated  probably  in  the  screening  process  that  re- 
sulted in  this  figure,  and  you  just  cannot,  as  I  see  it,  put  that  up  inde- 
pendently and  outside  of  the  Embassy.  If  you  do  that  you  are  going  to 
have  friction  between  the  two,  naturally  so,  and  it  rather  belittles  the 
Ambassador  in  any  country  where  his  own  country  has  said  that  they 
don't  trust  him  to  handle  this  thing. 

existing    POST-UNRRA    ADMINISTRATION    TO    CARRY    ON 

The  Chairman.  I  do  not  think  you  need  to  worry  too  much  about 
this  phase  of  the  matter  in  connection  with  this_  interim  bill,  which 
expires  by  its  own  terms  next  March  31,  because  it  clearly  is  the  pur- 
pose, and  the  purpose  ought  to  be  asserted  categorically  in  the  bill,  that 
the  existing  post-UNRRA  administration  is  to  carry  on.  We  con- 
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firmed  Richard  F.  Allen  as  Field  Administrator  of  the  foreign  relief 
program  last  June,  and  there  is  no  provision  in  the  impending  text 
Avhich  would  prevent  the  employment  of  Mr.  Allen  or  the  total  disre- 
gard of  Mr.  Allen  in  a  wholly  new  agency.  We  certainly  have  to  cover 
that  in  some  way  in  the  text. 

Senator  Connally.  If  you  have  Mr.  Allen  running  both  of  them, 
you  add  to  his  confusion  and  uncertainty,  because  the  terms  of  these 
two  bills  are  not  the  same  and  the  nations  involved  are  not  the  same. 

DIFFERENCES   BETWEEN   UNRRA   BILL  AND   INTERIM   BILL 

Senator  Smith.  In  that  connection,  would  it  not  be  wise  for  us  to  get 
a  quick  picture  of  the  differences,  and  of  what  they  left  out  of  the  ex- 
isting UNRRA  bill  and  the  new  bill  ? 

The  Chairman.  All  right.  Dr.  Wilcox  is  prepared  to  do  that  for  you. 

Dr.  Wilcox.  Some  of  the  main  differences  would  be  these : 

OFFSHORE    PURCHASES 

The  offshore  purchasing  provision  is  different.  There  is  no  limitation 
in  the  new  bill  with  respect  to  offshore  purchases.  In  the  old  bill  there 
was  a  limitation  to  6  percent  of  the  total  amount  involved. 

The  new  bill  provides  that  procurement  can  be  made  at  any  place, 
either  inside  or  outside  the  United  States,  and  there  is  no  limitation. 

Senator  Smith.  I  think,  from  Senator  Lodge's  point  on  petroleum, 
it  is  very  important  to  have  that  widened. 

The  Chairman.  Congressman  Herter  suggests  that  the  percentage 
be  raised  from  6  percent  to  20  percent. 

Senator  Barkley.  In  that  connection,  it  seems  to  me  that  in  such 
matters  as  petroleum — and  there  may  be  some  other  category — where 
it  is  obtainable  outside  of  the  United  States,  it  all  ought  to  be  gotten 
outside  of  the  United  States.  It  may  be  obtainable.  The  object  of  that 
bill  was  to  require  that  these  things  be  purchased  in  this  country, 
except  that  they  would  have  a  leeway  of  6  percent.  Now,  this  is  a  dif- 
ferent situation,  where  it  may  be  unwise  to  put  any  sort  of  percentage 
in.  If  we  are  short  of  something  and  they  can  find  it  somewhere  else, 
while  we  are  going  to  be  paying  for  it,  I  would  rather  pay  for  it  in 
some  other  country  than  buy  it  here  and  create  a  furtlier  shortage 
in  this  country. 

Senator  Lodge.  Could  we  get  at  it  by  saying  they  can  buy  it  abroad 
if  it  is  an  article  on  which  export  controls  are  being  applied  ? 

The  Chairman.  Let  us  keep  away  from  arguing  the  virtues  of  an 
amendment  this  morning.  What  we  are  trying  to  do  is  to  get  the 
overall  picture.  That  is  one  thing  we  will  have  to  do  something  about 
when  we  start. 

Then  we  have  to  nail  down  this  administrative  thing  in  some  way. 
That  is  first.  Second  is  the  question  of  offshore  purchase.  What  else? 

termination  OF  relief 

Dr.  Wilcox.  The  provisions  in  the  iiew  bill  respecting  termination 
of  the  bill  confer  upon  the  President  less  authority  with  respect  to 
termination.  The  old  bill  i)ro\  ides  that  the  President  may  tennintire 
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the  relief  when  it  is  no  longer  necessary  because  of  changed  condi- 
tions, or  when  an  excessive  amount  is  used  for  the  maintenance  of 
Armed  Forces  in  any  of  the  recipient  countries,  or  when  ?uch  supplies 
are  being  removed  or  exported  from  the  countries.  The  new  bill  pro- 
vides that  tlie  President  is  directed  to  terminate  the  provisions  of 
assistance  for  any  country  which  does  not  adhere  to  the  terms  of  "this 
agreement."'  It  is  assumed  that  in  the  agreement  the  terms  are  laid 
down,  and  the  President  will  terminate  it  when  the  country  is  not 
living  up  to  the  terms  of  the  agreement. 
The  Cpiairman.  That  is  No.  3.  What  else  ? 

FREE  OBSERVATION  OF  RELIEF  MEASURES 

Dr.  Wilcox.  There  is  provision  in  the  old  bill  relating  to  the  right 
of  the  representatives  of  the  Government  of  the  United  States,  and 
of  the  press  and  radio  of  the  United  States,  to  observe  freely  and  to 
report  fully  regarding  the  distribution  and  utilization  of  supplies. 
That  provision  is  not  in  the  new  bill. 

The  Chairman.  All  right ;  we  will  put  that  one  down. 

distribution  qualifications 

Dr.  Wilcox.  There  is  similarly  a  provision  in  the  old  bill  which  will 
not  be  found  in  the  new  bill,  to  the  effect  that  the  supplies  involved 
will  be  distributed  among  the  people  without  discrimination  as  to  race, 
creed,  or  political  belief;  and  there  is  a  comparable  provision  that 
provision  will  be  made  for  a  control  system  so  that  all  classes  of  people 
within  such  country  will  receive  their  fair  share  of  essential  supplies. 
I  gather  that  the  State  Department  did  not  feel  that  these  latter  three 
provisions  were  necessary  because  of  the  difference  in  our  relations 
with  France,  for  example,  and  wdth  some  of  the  other  countries  that 
were  contemplated  under  the  old  relief  bill.  They  did  not  think  France 
and  Austria  needed  these  particular  safeguards. 

Senator  Connally.  That  would  accentuate  the  hollering  about  in- 
ternal affairs,  too,  would  it  not  ? 

Dr.  Wilcox.  Yes. 

The  Chairman.  What  else  ? 

Dr.  Wilcox.  I  think  those  are  the  main  ones. 

The  Chairman.  I  suggest  that  you  have  a  memorandum  ready  for  us 
tomorrow  on  those  five  points. 

PROVISION    FOR    voluntary    CONTRIBUTIONS 

Senator  Hickenlooper.  I  do  not  know  whether  this  is  important  or 
not,  but  section  (f )  of  the  old  bill  has  a  provision  that  I  do  not  believe 
is  in  the  new  bill,  authorizing  voluntary  contributions  to  be  worked 
into  the  general  relief  program. 

The  Chairman.  That  is  Senator  Smith's  baby. 

Senator  Hickenlooper.  This  contains  a  recognition  of  that  in  the 
old  bill.  I  presume  they  will  take  any  given  amount. 

Senator  Smith.  That  is  still  in  effect,  regardless  of  this  bill. 

The  Chairman.  It  would  not  be  in  effect  with  respect  to  France, 
Austria,  and  Italy. 
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Dr.  Wilcox.  I  am  told  that  only  now  is  that  underway.  It  has  taken 
months  to  get  the  complications  ironed  out  to  make  that  available  to 
these  other  agencies. 

The  Chairman.  We  will  have  that  memorandum  on  the  table  to- 
morrow morning,  and  we  will  have  a  suggested  preamble  on  the  table 
that  you  can  shoot  at,  and  we  will  have  these  additional  witnesses  that 
you  have  asked  for. 

MAJORITY   VOTE    FOR    NEW   BILL 

With  that  basis,  may  I  ask  what  is  the  present  consensus  of  opinion 
as  to  whether  we  should  write  a  new  bill  or  amend  the  old  one  ?  Those 
who  think  we  ought  to  write  a  new  bill,  hold  up  their  hands?  (A 
majority.)  All  right.  Notify  Congressman  Eaton's  committee  that  we 
are  going  to  write  a  new  bill. 

Is  there  anything  else  ? 

Senator  Lodge.  Are  the  China  thing  and  the  occupation  thing  two 
separate  bills? 

The  Chairman.  The  occupation  thing  is  an  Army  appropriation. 
The  China  thing  is  not  yet  ready  to  be  submitted.  It  does  not  do  any 
good  to  make  a  blanket  appropriation  without  gearing  it  to  a  program. 

Senator  George.  "Where  does  that  third-quarter  appropriation  under 
the  15-month  program  come  in,  that  billion  and  a  half  that  General 
Marshall  talked  of? 

The  Chairman.  That  comes  in  the  long-range  program.  That  is 
the  first  3  months  of  the  15  months  in  the  long-range  plan. 

Senator  George.  It  does  not  come  in  this  at  all  ? 

The  Chairman.  Not  at  all. 

Senator  George.  That's  good ! 

TJ.s.  interference  in  internal  affairs 

Senator  Lodge.  There  is  one  thing  I  would  like  to  say  on  this  mat- 
ter. I  sometimes  think  we  get  a  little  bit  too  sensitive  about  interfering 
in  the  internal  affairs  of  these  other  countries.  I  was  in  Greece  last 
summer,  and  Griswold  had  all  this  money,  and  he  was  doing  the  big- 
gest business  of  anybody  in  Greece,  and  he  could  have  the  biggest  pay- 
roll and  have  the  biggest  impact  on  the  economic  affairs  of  that 
country,  and  he  was  just  right  into  the  internal  affairs  of  that  country 
up  to  his  neck.  He  couldn't  help  it.  So  the  impression  was  coming  up 
then  that  he  was  having  a  difference  of  opinion  with  the  Ambassador 
on  the  extent  to  which  that  influence  ought  to  be  used  in  remaking  the 
Greek  Government.  Everybody  knew  we  had  the  power;  they  all  knew 
we  had  the  influence.  It  didn't  do  any  good  to  say  we  were  not  going 
to  interfere  in  their  internal  affairs  when  we  were  in  them  up  to  our 
neck,  and  the  feeling  was  that  it  was  a  very  bad  thing  to  seek  to  in- 
fluence the  Greek  Cabinet,  that  Churchill  had  tried  it.  that  he  had 
said,  "We  are  not  going  to  let  anybody  in  the  Greek  Cabinet  who  does 
not  agree  with  constitutional  government." 

Well,  the  English  have  had  a  constitution  for  hundreds  of  years  in 
which  they  believe,  and  the  Greeks  have  had  hundreds  of  them  in  which 
they  did  not  believe.  MacVeagh  was  opposed  to  trying  to  change  the 
character  of  the  Greek  Cabinet.  Finally,  after  I  left,  something  of 
that  kind  was  done. 
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The  Chairman.  What  was  done  ? 

Senator  Lodge.  They  did  change  the  composition  of  the  Greek  Cabi- 
net. They  did  get  some  people  in  representing  some  other  parties,  and 
thereby  made  the  Greek  Cabinet,  they  thought,  more  appealing  to  a 
larger  section. 

Senator  Smith.  We  got  in  there  after  you  were  there,  because  we 
were  talking  to  the  new  Prime  Minister,  and  I  thought  the  relation- 
ships wei'e  much  better  than  they  had  been  earlier. 

Senator  Lodge.  There  is  nothing  personal  in  anything.  It  is  just  a 
disagreement  as  to  what  ought  to  be  done. 

Then  there  is  another  instance  that  I  want  to  submit  to  you  gentle- 
men because  I  think  this  Avhole  question  of  interfering  in  the  internal 
affairs  is  going  to  come  up  all  the  time,  and  God  knows  this  Marshall 
plan  is  going  to  be  the  biggest  damned  interference  in  internal  affairs 
that  there  has  ever  been  in  history.  We  are  being  responsible  for  the 
people  who  stay  in  power  as  a  result  of  our  efforts.  It  doesn't  do  any 
good  to  say  we  are  not  going  to  interfere  when  the  people  in  power 
stay  there  because  of  us. 

The  Russians,  who  have  compared  our  President  to  Hitler,  have 
gone  about  as  far  as  they  can  go  in  what  they  say ;  and  whether  we 
interfere  or  whether  we  don't,  they  are  going  to  accuse  us  of  the  most 
dreadful  things. 

Senator  Connally.  Let  me  ask  you  this :  Each  of  these  countries  is 
going  to  make  an  agreement  in  writing.  Won't  that  take  a  lot  of  the 
edge  off  of  the  plea  that  we  are  interfering  with  them?  We  can  say, 
"Here  is  what  you  have  promised." 

Senator  Lodge.  That  is  right,  "and  which  you  accepted  voluntarily." 

Senator  Barklet.  Even  in  Greece  there  is  a  question  of  whether  the 
change  in  the  Cabinet  came  about  through  any  policy  either  of  Gris- 
wold  or  MacVeagh,  or  whether  it  came  about  fundamentally  in  order 
to  make  the  Government  more  representative  of  the  different  factions 
of  the  people.  It  is  hard  to  allocate  to  either  of  those  men — both  of 
them  are  perfectly  sincere  and  honest  about  it — whether  either  one  of 
them  or  both  of  them  together  had  any  influence  in  the  change  in  the 
Greek  Cabinet.  It  may  not  have  had;  it  may  have  had  an  incidental 
effect. 

Senator  Lodge.  That  is  right.  You  cannot  bring  it  into  sharp  focus. 

There  is  one  other  incident  that  I  want  to  mention  because  I  do  think 
it  is  of  interest  to  all  of  us.  During  the  war  the  whole  French  Army 
was  in  the  U.S.  Sixth  Army  group,  commanded  by  General  Devers — 
and  we  started  out  with  the  idea  that  we  were  not  going  to  interfere  at 
all. 

Well,  as  far  as  supply  was  concerned,  this  policy  just  didn't  work 
and  finally  we  attached  Americans  to  the  First  French  Army  and, 
as  regards  supply,  we  were  active  all  up  and  down  the  line.  There 
was  a  little  ill  feeling  at  first,  but  you  couldn't  get  the  job  done  other- 
wise, for  we  were  feeding  them;  every  pair  of  pants,  every  pair  of 
shoes,  every  shirt  was  American.  All  the  ammunition  was  American 
and  all  the  equipment  was  American  and  it  became  asinine  to  say  :  "We 
are  not  going  to  interfere  with  the  internal  operation  of  the  Army  as 
regards  supply."  It  just  would  not  have  worked. 

I  don't  think  we  need  to  be  too  sensitive  about  interfering  in  the 
internal  affairs  of  these  countries.  We  are  in  it  up  to  our  neck,  and 
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almost  everybody  except  a  few  political  leaders  will  be  damned  glad 
to  see  us  interfere ! 

(Further  discussion  was  off  the  record.) 

The  Chairman.  Still,  I  don't  think  you  have  to  spread  it  all  over 
the  record. 

Senator  George.  You  do  not  have  to  spell  it  out. 

Of  course,  Cabot,  I  agree  with  you.  We  are  going  to  have  to  run 
the  whole  sliow,  but  I  think  it  ought  to  be  visualized  as  a  show  run 
from  this  side  through  our  organs  that  have  to  deal  with  foreign  coun- 
tries, and  we  will  run  the  whole  show.  There  isn't  any  question  but  what 
we  will  run  the  whole  show.  But  when  it  is  all  said  and  done,  the  only 
effective  thing  that  is  going  to  be  done  over  there  by  our  adminisrative 
agencies  is  to  keep  them  in  line  with  our  Embassies,  so  that  it  will  be 
our  show  from  that  angle,  and  so  they  won't  be  subject  to  a  whole  lot 
of  pressure  as  independent  agencies  and  so  they  can  cut  off,  either 
responsive  to  suggestions  from  this  side  or  as  they  see  fit  over  there, 
the  water  when  it  is  not  going  where  it  ought  to  go  and  it  is  not  being 
used  for  what  we  are  appropriating  it  for.  I  do  not  see  anything  else 
that  we  can  do  about  it. 

The  Chairman.  Senator  George,  you  are  essentially  talking  again 
about  the  long-range  plan. 

Senator  George.  I  think  the  short-range  plan  is  involved  in  it ;  long- 
range,  of  course,  largely. 

FOREIGN    OPINION   FAVORS   U.S.    AID   ADMINISTRATION 

Senator  Hickenlooper.  I  just  want  to  add  a  little  supplementary 
evidence  here  that  I  certainly  got  this  summer  in  every  place  except 
England,  and  I  got  it  to  some  extent  in  England  only  from  some  local 
newspapermen.  But  in  the  other  countries,  practically  all  of  them — 
with  the  exception  of  Poland  or  some  place  like  that — I  had  an  oppor- 
tunity to  talk  to  both  local  newspapermen  and  American  newspaper- 
men as  well  as  businessmen,  and  I  got  the  universal  impression  of 
these  businessmen  and  the  newspapermen  who  were  not  connected 
with  the  Government,  that  they  would  say  almost  these  words:  "You 
fellows  are  being  accused  of  being  dollar  diplomats  and  economic 
imperialists.  The  general  public  knows  really  now  that  that  is  not 
entirely  true.  You  fellows  have  got  to  run  this  show,  because  our  poli- 
ticians will  foul  it  up ;  and  if  you  expect  anywhere  near  100-percent 
benefit  from  whatever  aid  you  give  over  here,  you  are  the  fellows  that 
are  going  to  have  to  see  that  that  is  done." 

Senator  Connally.  Was  that  not  true  under  UNREA  ?  Did  not  the 
politicians  and  everybody  exploit  UNRRA  ? 

Senator  Hickenlooper.  That  is  my  opinion.  I  got  the  feeling  that 
the  people  who  are  not  connected  with  Government  are  hoping  and 
praying  that  we  will  vigorously  see  to  the  application  of  whatever 
aid  we  give. 

The  Chairman.  Do  you  not  think  a  cross  section  of  American  public 
opinion  would  have  about  the  same  result  with  regard  to  confidence 
in  Congress? 

Senator  Hickenlooper.  A  cross  section  is  a  lot  of  hash  with  a  lot 
of  blank  spaces.  If  you  look  at  American  opinion,  it  would  be  com- 
pletely solid. 
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(Discussion  was  continued  off  the  record.) 

The  Chairman.  Is  there  anything  else  you  want  to  do  by  way  of 
preparation  ?  If  not,  I  hope  we  can  start  promptly  at  10  o'clock  tomor- 
row, because  I  would  like  to  get  this  bill  out  of  our  committee  as  soon 
as  possible. 

Senator  Smith.  Then  you  think  in  terms  of  the  draft  before  us,  plus 
amendments  that  we  will  put  in  that  draft,  is  that  right?  We  have 
decided  not  to  go  back  to  the  old  ? 

The  Chairman.  We  have  dismissed  the  idea  of  going  back  to  the  old 
bill. 

Senator  Smith.  Then  if  we  want  to  pick  up  some  of  the  safeguards 
in  the  old  bill,  we  will  be  prepared  to  incorporate  those  in  the  new 
bill. 

The  Chairman.  Yes. 

(AVhereupon,  at  11:10  a.m.,  the  hearing  was  adjourned,  to  recon- 
vene on  the  following  day,  Tuesday,  November  18,  1947,  at  10  a.m.) 
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INTERIM  AID  FOR  EUROPE 


TUESDAY,  NOVEMBER   18,   1947 

United  States  Senate, 
Committee  on  Foreign  Relations, 

Washington^    D.C. 

The  committee  met,  pursuant  to  adjournment,  in  the  committee 
hearing  room,  U.S.  Capitol,  at  10  a.m.,  Senator  Arthur  H.  Vanden- 
berg,  chairman,  presiding. 

Present:  Senators  Vandenberg  (chairman),  Capper,  Wliite,  Wiley, 
Smith,  Hickenlooper,  Lodge,  Connally,  George,  Thomas  of  Utah, 
Barkley,  and  Hatch. 

The  Chairman.  The  committee  will  come  to  order. 

"We  have  before  us  for  consideration  S.  1757,  a  bill  to  promote  the 
general  welfare,  national  interest,  and  foreign  policy  of  the  United 
States  by  providing  supplies  to  certain  European  countries  on  an 
emergency  basis.* 

Some  members  of  the  committee  were  anxious  to  submit  certain  in- 
quiries to  the  Secretary  of  Agriculture.  I  think  we  will  hear  him  first, 
inasmuch  as  the  State  Department  group  probably  will  be  required 
more  or  less  continuously  through  consideration  of  these  amendments. 

discrepancy    in    ITALIAN    WHEAT    ESTIMATE 

Mr.  Secretary,  one  of  the  questions  which  has  arisen  here  is  what 
apT3ears  to  be  a  discrepancy  between  the  Herter  committee's  estimate 
CI  "Italian  wheat  needs  in  the  interim  bill,  and  the  amount  contained 
in  the  bill  itself  on  the  basis  of  State  Department  figures.  I  might  add 
for  the  benefit  of  the  State  Department  figures,  I  thought  it  was  a 
compliment  to  their  figures  that  the  only  point  which  the  Herter  com- 
mittee raised  any  challenge  with  was  m  connection  with  this  wheat 
estimate.  ■*■ 

Can  you  throw  any  light  on  this  particular  question  ? 


"See  apnenrtix,  pp.  312-13.  ^,    .  ^.        „     ^  „ 

tFor  the  report  of  the  committee  chairetl  by  Congressman  Christian  Herter  see  House 

Select  Committee  on  Foreign  Aid.  Final  Report  on  Foreign  Aid.  H.  Report  1S45,  80  Cong. 

2  sess.  (May  1,  1948). 
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STATEMENT  OF  HON.  CLINTON  P.  ANDERSON,  SECRETAEY  OP 
AGRICULTURE;  ACCOMPANIED  BY  NATHAN  KOENIG,  EXECU- 
TIVE ASSISTANT  TO  THE  SECRETARY;  JESSE  B.  GILMER, 
ADMINISTRATOR,  PRODUCTION  AND  MARKETING  ADMINISTRA- 
TION; CARL  C.  BARRINGTON,  ASSISTANT  ADMINISTRATOR, 
PRODUCTION  AND  MARKETING  ADMINISTRATION;  AND  PRED  B. 
NORTHRUP,  DIRECTOR,  PRICE  SUPPORT  AND  FARM  SUPPLY, 
PRODUCTION  AND  MARKETING  ADMINISTRATION 

Secretary  Anderson.  As  to  the  Italian  wheat  estimate  only? 

The  Chairman.  Yes. 

Secretary  Anderson.  Mr.  Chairman,  the  Italian  situation  to  us  is 
that  we  would  like  to  certify  as  to  the  need  as  given  by  the  State  De- 
partment, but  we  find  it  somewhat  difficult  to  certify  as  to  the  avail- 
ability on  the  Italian  program  to  the  full  amount  that  the  State 
Department  has  indicated.  We  would  like  to  think  that  we  would  ship 
something  around  176,000  tons  January  tlirough  May,  and  that  no 
June  shipments  might  be  necessary. 

This  would  compare  with  228,000  per  month,  which  is  in  the  interim 
aid  bill  for  the  4-month  period  from  January  to  April.  That  means 
that  the  present  schedule  would  contemplate  something  over  700,000 
tons  instead  of  912,000  tons. 

We  have  at  the  same  time  tried  to  recalculate  all  of  our  export  figures 
to  see  if  additional  amounts  might  be  made  available  to  Italy  by 
perhaps  reducing  some  of  the  other  exports  that  would  be  desirable 
but  are  not  quite  as  urgent.  By  that,  I  mean  a  country  like  Portugal, 
for  example,  which  is  one  that  we  would  like  to  supply,  but  which 
might  be  able  to  find  its  grain  somewhere  else. 

We  have  figured  that  we  could,  if  we  used  the  figure  of  1,450.000 
tons  for  Italy,  having  shipped  them  or  will  have  shipped  them  by  the 
end  of  December  568,000  tons,  we  could  allot  them  a  total  of  882,000 
tons  on  the  basis  of  total  exports  of  570  million  bushels.  That  is  fairly 
close  to  the  State  Department  figure  of  912,000  tons.  That  is  the  largest 
figure  that  we  think  that  we  could  make  available  to  them,  882,000 
tons. 

What  we  feel  is  that  the  need  is  there  for  912,000  tons  of  grain ;  and 
that  if  we  were  not  able  to  ship  it  all  from  this  country,  it  might  be 
possible  still  because  of  their  general  relationships  with  the  Argentine, 
to  get  additional  supplies  of  wheat  from  the  Argentine. 

We  do  believe  that  the  need  is  there.  We  do  not  believe  that  912,000 
tons  are  possible  in  the  United  States  unless  there  is  a  very  substantial 
change  in  the  wheat  situation. 

The  Cpiairman.  As  I  understand  your  figures,  you  would  reduce 
the  Italian  quota  from  the  United  States  from  912,000  tons  to  882,000 
tons,  which  is  a  difference  of  30,000  tons. 

Secretary  Anderson.  That  is  correct.  That  is  a  maximum  figure, 
however,  Mr,  Chairman. 

The  Chairman.  Have  you  anything  to  say  about  available  substi- 
tutes from  us  for  that  30,000  tons  in  view  of  the  fact  that  you  also 
certif V  the  Italian  need  for  the  total  ? 
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Secretary  Anderson.  Yf e  think  that  in  the  case  of  Italy,  we  might 
Iiave  some  rice  available.  We  might  have  some  dried  fruits  available, 
jilthough  that  is  not  quite  as  essential  in  Italy  as  it  would  be  in  the 
case  of  England,  Norway,  or  Sweden;  and  we  think  that  possibly 
some  of  the  sugar  which 'is  going  to  be  useful  would  be  useful  there. 

I  do  not  know  exactly  which  particular  variety  of  food  we  would 
find  when  the  time  came.  V/e  do  feel  that  there  are  a  great  many  sub- 
stitute foods  that  can  be  used  if  dollars  are  available  to  purchase  them 
there.  They  are  somev/hat  more  expensive,  of  course,  than  wheat.  But 
surely  in  filling  the  Italian  need,  we  can  make  use  of  sugar,  rice,  and 
dried  fruits. 

SUBSTITUTES    TO    FILL    WHEAT    GAP 

The  Chairman.  Suppose  we  left  the  Italian  figure  where  the  State 
Department  put  it,  emphasizing  your  viewpoint  that  the  maximum 
cannot  be  reached  in  respect  to  wheat,  and  indicating  the  degree  that 
you  think  it  cannot  be  met,  and  providing  latitude  for  substitutes  to 
cover  the  gap.  Would  that  meet  your  point  of  view? 

Secretary  Anderson.  Yes.  As  a  matter  of  fact,  the  State  Depart- 
ment has  discussed  with  the  people  in  the  Department  of  Agriculture 
who  have  primary  responsibility  for  trying  to  find  the  substitutes,  a 
number  of  items  which  they  think  could  be  substituted  advantageously. 

If  you  do  not  mind,  I  can  give  you  the  total  quantities  that  they 
think  could  be  used. 

The  Chairman.  I  would  like  to  have  them. 

Secretary  Anderson.  Pulses — beans — 40,000  tons;  soya  flour,  8,000 
tons;  sugar,  32.000  tons;  canned  fish,  20,000  tons;  soups,  8,000  tons; 
horsemeat,  4,000  tons.  A  total  of  112,000  txDiis. 

If  all  of  those  were  utilized,  that  would  bring  the  Italian  grain 
shipment  program  down  to  800,000  tons,  which  is  well  within  our 
probabilities. 

Senator  Connally.  We  would  not  need  to  ship  fish  to  Italy,  would 
we,  when  they  have  more  fish  than  they  need? 

Secretary  Anderson.  Yes,  sir.  From  Norway  and  various  other 
spots  there  are  supplies  of  canned  fish  that  can  be  advantageously  used. 
We  make  trades  back  and  forth,  and  we  have  some  canned  fish  here 
available. 

Senator  Connally.  I  think  Italy  produces  a  lot  of  fish  itself;  does 
it  not? 

Secretary  Anderson.  I  think  there  are  spots  all  through  the 
interior 

Senator  Connally.  They  may  have  more  fish  than  they  want  now. 

Secretary  Anderson.  No. 

Senator  Barkley.  You  agree  with  the  State  Department's  figure  as 
to  the  need  in  Italy  ? 

Secretary  Anderson.  We  do. 

Senator  Barkley.  And  you  scale  that  need  down,  as  far  as  we  can 
furnish  the  wheat,  to  882  million  bushels. 

Secretary  Anderson.  I  say  that  is  the  maximum. 

Senator  Barkley.  You  do  not  take  into  consideration,  do  you,  the 
possibility  of  obtaining  that  wheat  elsewhere? 

Secretary  Anderson.  Yes. 


160 

Senator  Barkley.  Is  the  Argentine  the  only  place  where  it  is  pos- 
sible to  obtain  it  ? 

Secretary  Anderson.  I  think  it  is  the  likeliest  place  in  which  Italy 
could  obtain  it.  I  think  it  varies  with  the  country  somewhat,  Senator. 

The  Italians  already  have  a  treaty  with  Argentina.  Tliey  are  already 
receiving  some  wheat  from  Argentina.  There  have  been,  I  think,  op- 
timistic press  reports,  but  nonetheless  press  reports,  to  the  effect  that 
they  might  obtain  several  hundred  thousand  tons  of  wheat  from  Ar- 
gentina. I  do  not  quite  share  that  optimism.  But  nonetheless  they  do 
have  an  arrangement  already  established  with  Argentina  that  could 
be  expanded  and  I  believe  there  is  an  opportunity  for  them  to  obtain 
additional  supplies  of  wheat  from  Argentina. 

Senator  Barkley.  It  is  estimated  in  Italy  that  60  to  65  percent  of 
the  calories  taken  in  by  the  Italian  people  in  the  form  of  food  was 
bread. 

Secretary  Anderson.  Pasta. 

Senator  Barkley.  Yes.  Do  you  know  whether  it  is  practical  to  mix, 
to  any  extent,  cornmeal  with  flour,  so  as  to  make  a  sort  of  bread  that 
they  consume  in  Italy  ? 

Secretary  Anderson.  I  think  we  have  found  out  that  the  excessive 
use  of  corn  does  not  work  too  well  in  many  countries,  Italy  being  one 
of  them.  "VVe  can  use  corn  to  great  advantage  in  an  area  like  Romania 
where  we  sent  some  corn  a  year  or  so  ago  because  it  is  fundamentally  a 
corn-eating  country.  And  these  countries  that  develop  a  particular  use 
for  a  product  find  ways  of  making  it  very  acceptable. 

But  when  we  shipped  large  quantities  of  corn  into  France  about 
7  or  8  months  ago  we  found  that  the  French  people,  not  being  a  corn- 
eating  country,  did  not  make  as  good  utilization  of  that  in  the  prep- 
arations of  tlieir  bread  as  other  countries  might. 

Senator  Barkley.  Of  course,  cornmeal  does  not  lend  itself  to  the 
perpetuality  of  local  bread  to  the  extent  that  wheat  does.  When  you 
see  a  Frenchman  or  Italian  going  down  the  street  with  a  big  loaf  over 
his  arm  it  looks  like  a  horse  collar.  That  lasts  a  long  time.  I  do  not 
know  just  how  long  it  would  last  if  it  were  not  consumed.  But  corn 
does  not  lend  itself  to  that  sort  of  bread. 

I  wonder  whether  some  small  percentage  of  meal  could  be  added  to 
wheat  flour  that  would  increase  the  supply  of  bread  but  v;ould  not 
deteriorate  its  quality. 

Secretary  Anderson.  A  small  amount  can  be  used.  It  depends  a  lot 
upon  the  experience  of  the  people  with  the  baking. 

Senator  George.  Mr.  Secretary,  you  said  that  probably  they  might 
be  able  to  get  increased  supplies  of  vrheat  from  Argentina.  At  what 
price  ? 

Secretary  Anderson.  I  do  not  know.  It  depends  on  what  they  have 
to  trade. 

Senator  George.  Will  we  not  have  to  furnish  them  money  with 
w^hich  to  buy  it  ? 

Secretary  Anderson.  The  preliminary  discussions  that  the  Italians 
have  had,  you  are  out  of  my  field  and  over  in  the  State  Department 
field,  Senator.  Perhaps  I  should  leave  the  answer  solely  to  the  State 
Department. 

Senator  George.  I  am  a  bit  curious  to  know  if  we  are  going  to  put 
some  ceilings  on  wheat  in  this  country  if  we  are  going  to  give  more  to 
Argentina. 
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Secretary  Anderson.  I  have  seen  the  cables  that  the  Embassy  in 
,Eome  has  sent  to  the  State  Department.  I  am  sure  that  the  State 
Department  could  give  you  a  better  figure  than  I  could.  The  last  fig- 
ure that  I  saw  translated  into  a  price  of  something  over  $5. 

Senator  George.  I  am  a  bit  curious  to  know  just  how  things  are 

1  going  to  work,  with  the  price  ceiling  going  on  American  wheat,  and 

then  furnish  dollars  to  pay  $5  or  something  for  it  in  Argentina.  I 

do  not  mean  to  say  that  we  are  going  to  put  a  price  ceiling  on  wheat  but 

the  President  recommended  that  yesterday. 

I  want  to  ask  a  question,  if  you  are  through,  Mr.  Chairman. 

The  Chairman.  Before  you  leave  the  wheat :  Do  I  understand  that 
there  is  no  challenge  to  the  wheat  figures  in  respect  to  France  and 
Austria  ? 

Secretary  Anderson.  That  is  right. 

ITALIAN  WHEAT  FIGURE 

I  am  sorry.  May  I  go  back  to  the  wheat  figure  on  Italy  ? 

The  Chairman.  Yes. 

Secretary  Anderson.  I  find  that  in  these  hearings  we  get  one  per- 
son's testimony  from  his  standpoint  and  somebody  else's  from  an- 
other. We  do  get  conflicting  figures.  I  have  used  a  figure  of  882,000 
tons.  That  figure  is  the  maximum  that  we  can  make  available  for  the 
balance  of  the  year  on  our  lEFC,  or  Department  of  Agriculture 
shipments. 

I  find  it  difficult  for  me  to  translate  that  figure  back  into  the  State 
Dei^artment's  program  because  they  use  November-December,  and 
I  understand  through  April,  probably  a  6-month  figure,  as  I  am  using 
the  6-month  figure  of  882,000  tons. 

I  am  not  trying  to  say  how  much  the  figure  might  be  under  the 
interim  aid  program  because  I  frankly  do  not  know  how  we  would 
set  that  up.  We  might  make  large  shipments  in  January,  February, 
and  March,  and  relatively  small  shipments  in  June. 

But  I  do  say  to  you  that  we  anticipate  shipping  a  total  of  1,450,000 
tons  to  Italy.'  We'  have  shipped  500,000-some  tons.  We  contemplate 
shipping,  at  the  most,  882,000  additional  tons.  However,  how  much  of 
that  could  be  shipped  early  into  Italy  I  am  not  sure. 

I  do  think  it  is  only  fair  to  say  that  it  would  take  all  probably,  of 
the  substitute  food  that  I  have  listed,  running  nearly  112,000  tons  to 
approximate  the  900,000-ton  figure  that  they  have  used,  namely,  that 
we  could  not  ship  more  than  800,000  tons  during  the  period  of  interim 
aid. 

It  is  hard  to  adjust  a  year's  lEFC  figure,  or  Department  of  Agri- 
culture export  shipment  figure,  to  a  figure  that  breaks  in  two  6-month 
periods  in  the  State  Department.  I  would  like  to  confine  my  testimony 
as  far  as  the  882,000  tons  are  concenied  to  what  we  had  contemplated 
ship]3ing  during  an  entire  year ;  882,000  tons  in  the  last  6  months  of 
our  shipping  year.  We  would,  of  course,  crowd  as  much  of  that  ahead 
as  we  possibliy  could  if  the  Italian  situation  was  grave  for  a  brief 
period  and  was  to  be  relieved  later. 

If  I  could  just  give  you  a  sample  of  what  I  mean  by  that.  We  are 
going  to  ship  probably  larger  quantities  of  grain  into  France  in 
Januarv  and  February  than  we  will  during  March  and  April,  be- 
cause they  expect  the  arrival  of  Australian  wheat  during  March  and 
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April.  You  balance  them  back  that  way.  They  do  not  exactly  come 
out  on  a  per  month  basis.  It  is  a  little  difficult  in  this  program. 

All  I  would  like  to  certify  to,  if  I  may,  is  that  we  do  believe  that 
the  need  is  for  912,000  tons.  We  believe  that  we  will  supply  at  our 
normal  rate  of  shipment,  more  than  700,000  tons.  If  we  are  shipping 
at  the  rate  of  570  million  bushels,  which  has  been  discussed  as  a  goal 
for  us,  we  could  make  it  to  about  800,000  tons  during  this  interim  aid 
I)eriod  by  crowding  some  shipments  ahead,  and  so  forth. 

We  would  attempt  to  fill  in  the  gap  with  other  types  of  food  to 
meet  what  their  need  was,  preferring  to  have  them  purchase  grain  in 
the  Argentine  and  thereby  relieve  pressures  on  our  own  economy.  If 
that  failed,  we  would  try  to  supply  grain  foods  of  various  kinds,  such 
as  I  listed,  from  this  coimtry. 

The  CHAiKMAisr.  Does  the  nub  of  your  testimony  come  down  to  this, 
for  all  pi'actical  purposes,  Mr.  Secretary:  You  agree  to  the  Italian 
need.  You  substantially  agree  to  the  schedule  upon  which  the  State 
Department  document  proposes  to  meet  it.  But  you  warn  us  that  it 
might  not  be  possible  to  meet  the  total  need  in  terms  of  wheat  as  set 
out  in  the  State  Department  document  and  you  warn  us  that  to  some 
degree  there  must  be  the  latitude  to  provide  substitutes  ? 

Secretary  Andersox.  That  is  a  very  good  statement. 

Senator  Lodge.  Mr.  Chairman  ? 

The  Chairman.  Senator  Lodge. 

EFFECT   ON   PRICE   OF  AMERICAN"   WHEAT 

Senator  Lodge.  Before  we  leave  this  topic  I  would  like  to  ask  what 
you  assume  regarding  price  of  American  wheat. 

Secretary  Anderson.  We  would  be  figuring  in  the  neighborhood  of 
$3.  We  have  acquired  well  over  300  million  bushels,  over  380  million 
bushels  of  grains  of  all  kinds.  We  have  acquired  a  good  deal  of  that 
at  an  average  cost  below  $3. 

We  have  wheat  available  for  shipments  during  November  and 
December  and  for  wheat,  not  flour  now,  for  January  and  February 
and  a  portion  of  March.  Therefore,  we  know  what  that  price  is.  So 
that  the  extra  wheat  we  will  ship  out  might  be  a  few  cents  above  or 
below  $3.  We  think  $3  would  be  a  reasonabl}^  safe  figure. 

Senator  Lodge.  If  you  have  to  get  any  more,  do  you  think  the  price 
would  be  higher  or  lower  ? 

Secretary  Anderson.  I  could  answer  that  better  if  I  Imew  what  the 
consumption  figure  was  going  to  be  that  would  be  revealed  in  January. 
I  would  say  that  the  price  will  not  be — I  do  not  believe  I  had  better 
say  what  the  price  will  be.  I  mean  by  that  simply  this 

Senator  Lodge.  This  is  all  off  the  record.  This  is  not  for  publication. 
I  am  not  trying  to  trip  you  at  something. 

The  Chairman.  This  is  not  all  off  the  record.  This  is  distinctly  on 
the  record,  the  Secretary's  testimony. 

Senator  Lodge.  For  newspapere? 

The  Chairman.  And  available  for  use  and  debate  on  the  floor  of  the 
Senate.  Otherwise  not  available. 

Senator  Lodge.  I  am  still  not  trying  to  trip  you  up.  I  am  tT-ying 
to  get  at  this  point  of  whether  the  price  of  wheat  is  going  to  rise  or 
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not,  assuming  that  Congress  does  nothing.  Let  us  assume  that  there  are 
no  controls  enacted,  and  that  what  the  President  asked  for  yesterday 
is  disregarded.  Do  you  think  the  price  is  going  to  go  up  and  if  so, 
do  you  think  it  is  going  to  go  up  a  great  deal  ? 

Secretary  Anderson.  I  think  you  can  appreciate,  Mr.  Senator,  that 
that  is  a  question  which  has  a  great  deal  of  importance  to  the  people 
who  are  in  the  grain  market. 

Senator  Lodge.  And  to  the  people  who  eat  the  wheat,  too. 

Secretary  Anderson.  We  have  tried,  I  can  say,  very  hard  to  see  that 
the  price  of  wheat  does  not  rise  above  $3.  But  it  would  be  very  simple 
for  me  to  increase  the  price  of  wheat  very  materially  by  a  vigorous 
purchasing  program.  We  have  tried  to  capitalize  on  market  breaks. 
Not  very  long  ago  wheat  dropped  several  cents  in  a  day  and  we  led 
the  market  down  all  the  way.  We  were  just  offering  a  penny  under  it 
all  the  way,  because  we  felt  that  it  was  getting  to  a  figure  that  was 
pretty  difficult. 

We  are  going  to  try  to  keep  on  buying  on  the  basis  that  it  does  not 
get  the  market  unduly  excited  and  we  think  we  have  sufficient  stocks 
on  hand  so  that  that  should  be  the  result.  But  you  can  understand  as 
well  as  I  that  if,  on  December  18,  we  issue  a  grain  report  that  shows 
an  extremely  low  potential  yield  in  the  grain  producing  areas,  that 
has  an  effect  on  the  market  that  is  quite  separate  and  distinct  from 
our  buying. 

If,  on  the  other  hand  that  should  be  followed  by  what  we  call  a 
"disappearance"  report,  the  consumption  of  grain  at  the  farm  level 
that  showed  that  wheat  was  being  consumed  rather  slowly,  then  the 
price  of  wheat  might  move  in  the  other  direction.  It  is  very  hard  for 
me  to  anticipate  what  the  price  of  wheat  is  going  to  be  in  advance. 
I  can  only  say  to  you  that  I  believe  we  would  be  able  to  complete  all 
the  purchases  necessary  within  the  average  price  of  under  $3. 

Senator  Lodge.  To  what  extent  are  we  engaged  in  price  control 
programs  now? 

Secretary  Anderson.  On  wheat,  none  at  all  now.  It  is  far  beyond  us. 

Senator  Lodge.  On  other  commodities? 

Secretary  Anderson.  Potatoes,  we  have  a  small  amount  of  price 
support  activities.  Maybe  I  had  better  ask  jNIr.  Gilmer,  head  of  the 
Production  and  IMarketing  area.  We  can  ask  him. 

Are  we  doing  anything  extensive  ? 

Mr.  Gilmer.  No,  sir. 

Secretary  Anderson.  Other  than  potatoes?  Some  sweet  potatoes 
and  some  dried  fruits. 

Senator  Lodge.  What  is  the  answer  to  the  question? 

Secretary  Anderson.  Some  sweet  potatoes  and  some  dried  fruits. 
We  have  bought  some  small  quantities  of  dried  fruits,  and  tobacco. 
I  must  not  forget  that,  because  the  market  evaporated  for  these  people. 
They  normally  ship  their  dried  fruits  to  the  Scandinavian  countries 
and  to  England  and  to  Holland.  Those  markets  were  closed  because 
of  dollar  difficulties.  So  we  are  buying  some  dried  fruits. 

We  are  also  buying  quite  a  good  deal  of  tobacco  because  of  the 
British  decision  the  other  day  not  to  buy  any  more  tobacco.  And  a 
small  amount  of  peanuts. 
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EXPLANATION   OF   GOVERNMENT   FARM    SUPPORT 

Senator  Lodge.  I  could  ask  this  question  all  the  time:  Why  is  it, 
with  the  rising  costs  of  living  and  the  prices  rising,  that  it  is  neces- 
sary for  the  Government  to  support  the  price  of  farm  products? 
What  is  the  answer? 

Secretary  Anderson.  The  answer  is  that  the  farm  support  which 
the  Government  gives  to  farm  products  is  trivial  and  not  in  any  way 
related  to  the  prices  being  paid,  the  high  prices  to  which  they  object. 
You  can  go  all  through  the  field. 

There  are  two  and  a  half  billion  bushels  of  corn  being  marketed, 
and  not  a  bushel  of  it  will  have  any  price  support  behind  it.  There 
will  be  over  a  billion  four  hundred  million  bushels  of  wheat,  and  not 
a  bushel  of  it  will  be  supported.  It  will  be  nearly  a  billion  bushels 
of  oats.  But  there  will  be  300,000  bushels  of  potatoes  that  get  into  a 
surplus  situation,  and  for  which,  under  the  Steagall  amendment  we 
are  required  to  step  in  when  they  get  below  that  price. 

Fortunately  the  takings  of  potatoes  this  year  are  relatively  small, 
and  in  the  long  run  will  not  be  extremely  important.  But  very  little 
price  supporting,  as  such,  is  going  on  at  the  present  time. 

Senator  Lodge.  Thank  you. 

The  Chairman.  Senator  George,  may  I  just  continue  on  for  a 
moment  ? 

Senator  George.  Yes. 

INTERIM   PROGRAM   WOULD    NECESSITATE    ALLOCATION    CONTROLS 

The  Chairman.  I  would  like  to  relate  Senator  Lodge's  question 
to  the  one  which  will  inevitably  arise  in  connection  with  the  considera- 
tion of  the  interim  program.  Admitting  that  it  is  quite  impossible 
to  compartmentalize  the  causes  of  inflation  and  the  impact  on  prices, 
the  question  I  should  like  to  hear  you  discuss  for  the  record,  Mr.  Secre- 
tary, is  this :  To  what  extent,  if  any,  are  any  of  the  controls  recom- 
mended by  the  President  yesterday,  required  as  a  result  of  the  interim 
relief  program? 

In  other  words,  when  Members  of  Congress  vote  for  the  interim 
relief  program,  as  such,  are  they  voting  themselves  into  a  situation 
where  they  confront  an  obligation  to  follow  through  into  various  types 
of  controls  ? 

What  is  your  comment  on  that  question  ? 

Secretary  Anderson.  I  would  say  that  they  are  not  voting  them- 
selves into  controls  except  as  it  relates  to  allocations  and  set  asides.  It 
seems  to  me  that  this  interim  aid  program  is  not,  on  the  food  front,  so 
greatly  in  excess  of  what  we  had  normally  planned  to  ship,  and  would 
ship,  to  these  countries.  The  most  it  could  do  would  be  to  require  us  to 
use  some  allocation  powers,  and  maybe  some  set  aside  powers  in  tliose 
fields  where  grain  became  somewhat  scarce  next  spring,  as  a  possible 
result  of  the  publication  of  an  unfavorable  crop  report. 

The  publication  of  a  bad  cro]3  report  on  wheat  would  have  a  tend- 
ency to  persuade  farmers  to  hold  wheat  where  they  otherwise  might 
market  quite  freely  in  order  to  realize  a  good  price.  If  they  did  hold 
wheat  because  of  their  feeling  that  it  would  be  short  and  tliat  tliey 
wanted  to  have  it  on  their  own  places,  then  we  might  need  to  have  the 
power  to  say  that  only  certain  percentages  of  it  should  be  used  in 
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poultry  foods,  only  certain  amounts  of  it  might  be  milled  for  domestic 
consumption. 

We  did  that  a  year  and  a  half  ago.  "We  limited  flour  mills  to  75  per- 
cent of  what  they  had  previously  supplied  to  the  domestic  trade  and 
required  them  to  deliver  us  the  other  25  percent  for  export.  We  found 
that  that  involved  a  sort  of  form  of  self  rationing  that  was,  for  our 
purposes,  perfectly  satisfactory.  We  think  that  a  power  of  that  nature, 
that  power  of  allocation  and  set  aside,  is  essential  because  I  am  not 
willing  to  predict  what  the  next  wheat  crop  is  going  to  be. 

The  Chairman,  Do  you  have  that  power  now  ? 

Secretary  Anderson.  We  do  not. 

The  Chairman.  Obviously  the  situation  you  describe  would  be  an 
accumulation  of  many  diti'erent  factors,  in  addition  to  the  relief 
purchase. 

Secretary  Anderson.  That  is  correct. 

The  Chairman,  "Wliat  I  am  trying  to  nail  down  as  closely  as  possible 
is  what  effect,  admitting  that  every  factor  has  some  effect,  what  effect 
the  relief  program  itself  has  on  this  control  prospectus. 

As  I  listen  to  your  answer,  you  are  stating  that  in  general  terms  the 
proposal  does  not  exceed  your  existing  and  contemplated  shipments 
and  in  general  it  would  not  be  responsible  by  itself  for  the  necessity  of 
control. 

Secretary  Anderson.  I  think  that  is  right,  with  the  exception  that 
you  said  it  does  not  exceed  our  present  program.  I  would  say  it  does 
not  exceed  it  by  a  sufficient  amount  to  make  it  necessary.  It  does 
slightly  exceed  in  the  case  of  Italy,  what  we  had  contemplated  doing 
and  it  would  require  us  to  do  some  things  for  France  that  we  tried  to 
get  France  to  do  in  another  fashion.  The  amount  of  excess  is  rela- 
tively small. 

Senator  Barkley.  May  I  ask  a  question  right  there? 

Secretary  Anderson.  May  I  just  add  that  there  are  many  other 
items  that  come  into  this,  as  the  case  of  meat.  But  we  are  not  export- 
ing any  meat  except  for  a  trivial  amount  that  is  going  into  Latin 
America.  We  are  not  exporting  any  meat  in  connection  with  the  in- 
terim aid  program  to  Italy,  Austria,  or  France.  So  that  while  meat 
prices  have  been  a  danger  spot,  I  was  trying  to  stay  within  the  limits  of 
your  question  and  say  that  nothing  in  the  export  program  has  relation- 
ship to  tliose. 

The  Chairman.  Senator  Barkley. 

domestic  impact  of  shipping  plans 

Senator  Barkley.  You  said  that  this  interim  program  shipm.ent 
does  not  substantially  increase  what  would  be  the  normal  shipment  of 
these  articles  to  these  countries.  That  presupposes  that  those  coun- 
tries  

Secretary  Anderson,  No,  I  am  sorry.  I  do  wish  to  correct  that, 
Senator.  I  did  not  mean  to  say,  if  I  did  say,  the  normal  shipment,  I 
said  it  does  not  substantially  increase  what  we  had  already  planned  to 
ship. 

Senator  Barkley,  The  word  "normal"  was  abnormal  there. 

The  Chairman.  And  against  Avhich  as  I  understand  it,  you  have 
already  made  j'Our  purchases  up  to  December  31,  in  many  aspects. 

Secretary  Anderson,  To  March, 
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The  Chairman.  In  many  aspects. 

Secretary  Anderson.  I  think  I  should  say  flour  is  now  complete. 
We  have  now  finished  the  December  purchase  of  flour.  But  the  wheat 
purchases  run  through  January,  February,  and  a  portion  of  March. 

If  desirable  I  can  bring  you  up  to  date  as  to  bushels.  But  I  think  in 
rough  fashion  that  is  it. 

The  Chairman.  Then  would  it  be  fair  to  say  that  whatever  impact 
the  relief  program  is  going  to  have  on  wheat  has  already  occurred? 

Secretary  Anderson.  No.  Because  we  will  continue  to  buy  in  a  rela- 
tively thinner  supply  for  these  next  few  months. 

Senator  Barkley.  I  did  not  get  to  finish  my  question. 

If  the  interim  program  is  not  carried  out  because  of  the  inability 
of  these  countries  to  buy  wheat,  or  even  substitutes  for  it,  the  amount 
of  exportation  would  be  reduced  below  your  present  contemplated 
shipments,  would  it  not  ? 

Secretary  Anderson.  If  you  take  Austria,  and  Italy  out  of  the 
picture,  yes. 

Senator  Barkley.  That  is  the  point.  If  we  do  not  do  this,  of  course, 
there  would  be  an  automatic  reduction  in  the  amount  of  shipment 
because  they  would  not  have  the  money  to  buy  it,  and  we  would  not, 
of  course,  be  authorized  to  buy  it  for  them. 

That  is  correct,  is  it  ? 

Secretary  Anderson.  Yes.  And  that  would  have  a  softening  influence 
on  prices,  of  course. 

Senator  Smith.  I  have  one  or  two  questions,  Mr.  Chairman. 

The  Chairman.  Excuse  me.  Senator.  Senator  George  has  not 
finished. 

WHEAT  parity  PRICES  AND  AGRICULTURAL  CENSUS 

Senator  George.  I  have  only  a  very  few  questions. 

What,  approximately,  Mr.  Secretary,  is  the  90  percent  parity  of 
sale  on  wheat? 

Secretary  Anderson.  Around  $1.90.  The  parity  is  around  $2.10,  and 
the  90-percent  support  level  would  be  about  $1.90. 

Senator  George.  So  you  would  not  be  called  on  to  support  the  wheat 
prices  unless  they  fell  below  that  parity. 

Secretary  Anderson.  That  is  right. 

Senator  George.  In  ascertaining  the  needs  of  Italy,  France,  Austria, 
did  you  make  anything  like,  or  did  you  have  available  to  you  anything 
like,  a  complete  agricultural  census  of  these  people,  for  the  population 
of  this  area? 

Secretary  Anderson.  No.  The  Department  of  Agriculture  does  not 
have  on  its  own  any  sort  of  agricultural  census  of  the  peoples  of  these 
countries.  We  have,  to  use  Italy  as  an  example,  a  man  in  Italy  by  the 
name  of  Dr.  Howard  R.  Cottam,  who  is  an  agricultural  attache,  a  man 
whom  I  met  and  with  whom  I  have  discussed  the  Italian  situation. 
I  think  his  long  residence  there  very  well  qualifies  him  to  give  us  a 
figure. 

He  has  available  before  him  the  figures  of  the  Italian  Government, 
and  he  has  also  available  certain  private  reports  and  information 
that  is  available  to  other  countries  that  have  missions  there  and  so 
forth.  So  that  he  has  a  lot  of  information  as  to  what  the  true  situa- 
tion is  in  Italy. 


167 

"We  depend  very  largely  on  the  report  that  he  gives  us. 

We  also  have  available,  however,  the  information  that  comes  to  us 
from  the  International  Emergency  Food  Council  and  that  confirms 
very  nearly  what  Cottam  sends  us  as  his  appraisal  of  the  Italian 
situation. 

Then,  of  course,  we  have  the  official  request  that  the  Italian  Govern- 
ment makes  and  has  made. 

Senator  George.  I  understand  that. 

Secretary  Anderson.  We  try  to  patch  all  those  things  together  and 
get  some  sort  of  view  of  it. 

Senator  George.  Actually,  you  have  no  accurate  agricultural  census 
of  the  whole  area  in  arriving  at  the  needs  of  Italy  or  France,  or 
Austria  ? 

Secretary  Anderson.  No. 

Senator  George.  Obviously,  I  do  not  think  you  could  get  it. 

Secretary  Anderson.  We  just  could  not  spend  the  money  for  that. 

Senator  George.  And  I  doubt  if  you  could  get  it  if  you  could. 

question  of  nitrate  exportation 

Let  me  ask  you,  Mr.  Secretary:  It  is  proposed  also  under  the 
interim  aid  here  to  export  certain  fertilizers,  nitrates  particularly.  Is 
it  proposed  to  export  any  potash? 

Secretary  Anderson.  No. 

Senator  George.  Only  nitrates? 

Secretary  Anderson.  Yes. 

Senator  George.  The  State  Department  estimated  at  least  that  the 
exports  of  nitrates  would  amount  to  about  5  percent  of  our  own  pro- 
duction in  the  United  States.  Does  Agriculture  agree  on  that? 

Secretary  Anderson.  The  State  Department  says  there  is  some  pot- 
ash in  this,  but  I  am  sure  there  is  not. 

Senator  George.  But  it  is  nitrates.  I  assume  there  would  be  no 
potash  exports  under  the  interim  program,  short  term,  until  March  31. 
I  ask  again,  does  Agriculture  agree  that  the  amount  that  is  proposed 
to  be  exported  in  nitrates,  is  only  5  percent  or  about  5  percent  of  our 
production  in  the  United  States? 

Secretary  Anderson.  I  will  have  to  furnish  you  an  answer  on  that 
because  we  have  not  worked  on  the  nitrate  figure. 

Senator  George.  You  mean  the  State  arrived  at  the  exports  of 
nitrate  without  consultation  with  Agriculture  ? 

Secretary  Anderson.  Mr.  Northrup  has  been  working  on  the  Mar- 
shall figures. 

Senator  George.  You  are  fixing  to  affect  our  own  production  in 
this  country  if  you  cut  our  nitrates  too  sharply,  when  we  are  already 
undersupplied. 

Secretary  Anderson.  When  you  say  we  are  already  undersupplied, 
Senator,  I  think  we  all  realize  that  the  demand  for  nitrates  has 
exploded  in  this  country.  It  has  grown  tremendously. 

Senator  George.  Yes. 

Secretary  Anderson.  If  we  had  put  it  back  on  the  basis  of  what  we 
had  heretofore,  we  would  have  a  very  satisfactory  supply. 

I  am  quite  sympathetic  with  the  desire  to  keep  nitrate  in  this 
country. 
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Senator  George.  I  do  not  thinic  you  could  put  it  back.  You  would 
have  to  deny  the  whole  Northwest  a  very  tremendous  increase  in 
demand  and  use  that  they  are  making  of  nitrates. 

Secretary  Anderson.  It  is  all  over  the  country. 

Senator  George.  I  know  it  is.  But  I  do  not  think  we  are  going  to 
take  it  away  from  the  West,  to  sa}^  the  least  of  it,  at  this  time. 

I  am  anxious  to  know  if  there  has  been  any  consultation  between 
State  and  Agriculture,  and  some  proper  division  of  agriculture,  about 
our  nitrate  supplies,  and  about  the  exports. 

Secretary  Anderson.  I  am  sure  there  lias  been  with  reference  to  the 
long-range  program.  But  I  believe  that  the  interim  aid  program,  as 
far  as  any  nitrates  are  concerned,  has  not  been  a  subject  of  much  dis- 
cussion between  us.  We  have  been  concerned  on  the  question  of  food. 
But  we  have  not  been  so  greatly  concerned  on  the  question  of  steel, 
fuel,  or  fertilizer. 

Senator  George.  I  know  the  steel  is  not  in  your  department.  But  I 
did  think  nitrates,  I  thought  you  would  be  talked  to  about  food  and 
nitrates. 

Secretary  Anderson.  I  am  sorry  to  say  that  our  understanding  was 
that  the  amount  of  nitrates  involved  in  this  period  of  interim  aid  were 
not  extensive  and  were  not  abnormal  as  far  as  wdiat  we  had  contem- 
plated shipping.  I  do  not  believe  that  we  have  had  much  discussion 
on  it. 

Senator  George.  I  have  no  other  questions. 

If  you  could  supply  me  any  statement  that  you  wish  to,  I  will  appre- 
ciate it. 

Secretary  Anderson.  We  will  supply  a  statement  as  to  whether  we 
think  that  is  correct. 

Senator  George.  That  will  be  fine. 

The  Chairman.  Senator  Smith  ? 

short  of  bad  cro?  situation,  price  controls  unnecessary 

Senator  Smith.  Mr.  Secretary,  as  I  understood  your  discussion  of 
possible  control,  while  you  thought  there  might  be  a  necessity  for  some 
allocation  in  the  way  of  control,  you  did  not  think  it  would  be  neces- 
sary for  having  price  control.  You  did  not  have  any  contemplation  in 
mind  of  miscontrol  on  any  foodstuffs ;  is  that  correct  ? 

Secretary  Anderson.  There  is  a  distinction  between  what  might 
happen  in  our  own  economy.  The  question  Senator  Vandenberg 
directed  to  me  was  "Would  this  period  of  interim  aid,  this  provision 
of  interim  aid  require  any  of  these  controls  that  had  been  discussed  T' 

Senator  Smith.  That  is  what  I  was  referring  to,  the  extent  to  which 
the  interim  aid  affects  the  situation.  You  don't  think  it  calls  for  any 
price  controls  in  foodstuffs.  That  is  ni}^  question. 

Secretary  Anderson.  I  do  not.  But  I  say  to  you,  as  I  tried  to  say 
a  minute  ago,  that  the  publication  of  an  extremely  adverse  crop  report, 
might  change  all  of  our  calculations.  But  that  would  not  be  a  direct 
result  of  interim  aid. 

Senator  Smith.  I  think  that  answers  the  question  I  intended,  because 
I  am  entirely  directing  my  question  to  the  point  made  by  Senator 
Vandenberg.  We  want  to  know  here  whether  this  interim  aid  bill  is 
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going  to  force  us  into  certain  controls,  irrespective  of  anything  else. 
The  interim  aid  bill  will  not  force  us  into  price  controls,  I  gather  from 
your  answer. 

Secretary  Anderson.  Senator,  I  am  only  trying  to  answer  as  you 
have  asked,  from  the  standpoint  of  the  Department  of  Agriculture, 
and  from  my  best  appreciation  of  it.  I  steadily  have  to  keep  saying 
that  crop  conditions  change  all  of  these  circumstances  and  I  reserve 
that. 

Senator  Smith.  I  think  that  is  proper.  If  we  have  a  later  emergency 
because  of  crop  conditions  and  runaway  prices,  you  might  have  a 
different  situation.  But  at  this  moment  there  is  nothing  you  see  in 
the  foreign  aid  program  that  would  require  price  controls  on 
foodstuffs. 

Secretary  Anderson.  That  is  right. 

The  Chairman.  In  other  words,  Mr.  Secretary,  your  reservation, 
as  I  understand  you  to  say,  you  could  contemplate  situations  which 
might  involve  these  controls  if  you  had  no  interim  aid  program 
whatever. 

Secretary  Anderson.  That  is  correct. 

CALCULATIONS   BEPIIND    WHEAT   FIGURE 

Senator  Smith.  Now  the  other  question  I  want  to  ask  you,  in  get- 
ting at  your  882,000-ton  figure.  I  was  not  clear  whether  you  took 
into  account  the  possibility  of  grain  from  Argentina  and  some  other 
places.  There  seems  to  be  some  doubt  as  to  whether  we  would  get 
grain  from  there,  with  the  price,  and  all  those  things.  That  is  a  valu- 
able quantity. 

Secretary  Anderson.  That  was  taken  into  consideration.  The  possi- 
bility of  aid  from  the  Argentine  is  taken  into  consideration  at  a  rather 
low  figure.  I  am  hopeful  that  that  figure  can  be  substantially  increased. 
I  am  not  certain  that  that  is  true.  But  I  am  hopeful  that  it  can  be 
substantially  increased. 

I  am  hopeful,  in  the  case  of  France,  they  may  be  able  to  obtain 
fairly  sizable  quantities  of  wheat  from  Russia  if  their  present  negotia- 
tions continue. 

We  are  hopeful  that  Belgium  will  be  able  to  pick  up  some.  And  we 
go  that  way.  But  we  never  know  how  these  deals  are  going  to  end  up. 

It  looked  last  June  as  if  Britain  would  buy  a  considerable  quantity 
of  wheat  from  Soviet  Russia.  They  had  a  trade  arranged  for  industrial 
goods  from  Britain  and  all  at  once  that  trade  collapsed. 

I  am  not  able  to  predict  how  any  of  these  trades  are  going  to  end  up. 
But  I  do  believe  it  is  possible  to  increase  the  amount  that  might  come 
from  the  Argentine. 

Senator  Smith.  That  would  reduce  then  the  necessity  of  882,000  tons 
to  that  extent.  You  are  basing  your  882,000  tons  on  the  present  expecta- 
tion of  a  comparatively  small  amount  of  wheat  from  the  Argentine ; 
is  that  right? 

Secretary  Anderson.  The  882,000  tons — I  am  trying  not  to  cause 
more  confusion  by  the  figures  that  I  drew — is  an  lEFC  figure,  and  is 
not  comparable  with  the  912,000  tons  used  by  the  State  Department 
as  a  basis  of  its  calculations.  In  the  State  Department's  figure  of 
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912,000  tons  there  is  a  small  amount  from  Argentina  also  calculated 
in  the  picture. 

I  meant  to  say  that  in  figuring  912,000  as  the  residue  which  must 
be  picked  up  by  the  United  States,  a  small  amount  is  contemplated 
from  the  Argentine  and  other  sources.  I  am  hopeful,  I  tried  to  say, 
that  the  amount  from  the  Argentine  may  be  increased  so  that  912,000 
figure  may  be  reduced. 

Senator  Smith.  Thank  you  very  much.  That  is  what  I  wanted  to 
get  at. 

Senator  George.  I  understood  you  to  say  that  882,000  was  the  maxi- 
mum figure. 

Secretary  Anderson.  Yes.  But  it  is  an  lEFC  figure  for  the  6-month 
period  of  that. 

Senator  George.  I  understand.  It  is  the  maximum  lEFC  figure  for 
the  6-month  period. 

Secretary  Anderson.  That  is  correct. 

Senator  Lodge.  What  does  lEFC  mean  ? 

Secretary  Anderson.  International  Emergency  Food  Council. 

The  Chairman.  The  net  of  it  is,  as  I  listen  to  you,  that  you  can  see 
the  need  and  are  simply  warning  us  that  in  meeting  the  need  we 
have  got  to  reserve  unto  ourselves  adequate  latitudes. 

Secretary  Anderson.  Yes. 

HIGH   argentine   WHEAT   PRICE 

Senator  Barklet.  Mr.  Chairman,  I  would  like  to  ask  about  the 
Argentine  wheat  price.  There  has  been  a  lot  said  about  paying  $5  a 
bushel  for  wheat  from  Argentina.  I  would  like  to  understand  how  that 
happened  and  why  it  happened  and  how  much  wheat  was  bought  at 
that  price. 

Senator  Connally.  We  did  not  buy  any. 

Secretary  Anderson.  I  am  sure  I  would  not  be  the  best  witness  to 
testify  on  that.  As  far  as  the  U.S.  Government  is  concerned  we  are  not 
buying  at  that  price. 

Senator  Barkley.  I  understand  that.  But  it  has  been  stated  that 
Italy  was  compelled  to  pay  $5  or  more,  or  around  $5  a  bushel,  for 
Argentine  wheat.  Wliether  advantage  is  being  taken  of  a  distressing 
situation  to  run  the  price  up  to  those  people  who  need  it  may  not  have 
any  bearing  on  this  interim  program,  but  it  certainly  has  some  bearing 
in  my  mind  on  the  good  faith  of  a  country  that  is  supposed  to  try  to 
help  out  a  situation  that  we  are  called  upon  here  to  legislate  about. 

If  you  do  not  know  anything  about  it,  I  will  not  press  that.  But  I 
would  like  to  find  out  from  somebody  how  that  happened  and  why  and 
how  much  wheat  was  bought  at  that  price  and  whose  money  went  to 
pay  for  it. 

Secretary  Anderson.  I  am  sure  you  would  recognize,  Senator,  that 
any  discussion  of  that  should  be  from  the  State  Department.  I  have  a 
great  many  figures  that  have  been  brought  to  me.  There  are  extenuat- 
ing circumstances.  There  are  reasons  why  Argentina  feels  tliat  it 
should  obtain  a  price  of  that  nature  for  its  wheat. 

I  think  you  saw  a  statement  in  the  paper  just  a  day  or  two  ago  as  to 
the  prices  Argentina  was  being  asked  for  certain  goods  that  they  were 
trying  to  buy  from  other  countries.  Those  prices  are  always  reflected 
in  what  that  country  asks  in  turn  for  its  exports. 
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Senator  Barkley,  If  it  is  on  the  basis  of  barter,  or  the  equivalent  of 
barter,  that  might  offer  an  expLanation.  If  it  is  something  that  Argen- 
tina wants  that  is  short  in  other  countries,  if  it  is  being  held  up  on  the 
price  of  that,  temptation  might  be  strong  to  hold  up  the  other  country 
on  the  price  of  wheat.  But  still  it  sounds  rather  strange.  We  are  paying 
$3  or  around  $3  a  bushel  for  wheat  in  this  country,  the  same  wheat 
that  we  propose  to  send  to  Italy  and  they  charge  $5  for  the  same  kind 
of  wheat  that  they  are  sending.  If  that  is  all  explained  by  the  differ- 
ence in  prices  of  something  else  that  may  be  a  legitimate  reason. 

Based  on  the  outright  purchase  of  wheat  at  $5  a  bushel,  it  just 
sounds  a  little  strange  to  me. 

The  Chairman.  There  is  not  any  possibility,  is  there  Mr.  Secretary, 
under  the  terms  of  the  interim  aid  bill  that  any  of  our  resources  would 
go  to  $5  wheat  from  the  Argentine  ? 

Secretary  Anderson.  I  do  not  know  that  I  can  answer  that.  But  my 
answer  would  be  "No."  It  would  not  be  as  good  an  answer  as  the  State 
Department  could  give  you. 

Senator  Lodge.  Pursuing  Senator  Barkley's  statement,  though,  I 
think  it  is  true  that  there  are  a  lot  of  people  in  this  country  who  look 
at  the  Argentine,  which  is  known  to  have  a  lot  of  wheat,  and  is  known 
to  have  a  high  standard  of  living,  and  a  rich  country,  such  as  we  are 
supposed  to  be,  and  they  look  at  Chile,  which  has  the  great  resources  of 
fertilizer,  where  the  standard  of  living  is  also  supposed  to  be  very 
high,  and  then  they  see  us  giving  all  this  stuff  away,  and  these  South 
Americans  charging  for  it,  and  charging  good  and  high  for  it  and  they 
do  not  understand  it. 

I  would  like  to  have  an  explanation  of  that,  if  one  could  be  given. 

The  Chairman.  All  right,  Mr.  Secretary.  Thank  you  very  much.  I 
think  you  have  assisted  us  this  morning.  We  will  turn  you  loose. 

Secretary  Anderson.  Thank  you.  There  are  some  questions  raised  in 
the  Herter  report.  If  at  some  later  time  you  want  us  to  comment  on 
them  we  will  be  glad  to  give  you  the  comment  of  the  Department  of 
Agriculture.  They  raised  some  question  about  flaxseed  in  the  Argen- 
tine, and  various  other  things  that  are  essential  to  this  discussion. 

The  Chairman.  Thank  you. 

Secretary  Anderson.  I  will  send  you  a  statement  on  this  fertilizer 
situation.  I  am  advised  that  there  have  been  discussions  between  peo- 
ple in  the  Department  and  the  people  in  the  State  Department,  but 
the  matter  did  not  come  up  with  me,  and  I  assume  they  did  not  regard 
the  amount  of  fertilizer  as  significant. 

POSSIBILITY   OF  PROFITEERING 

Senator  Wiley.  Mr.  Chairman,  I  would  like  to  ask  the  Secretary  one 
or  two  questions. 

In  relation  to  export  controls,  are  they  being  utilized  so  that  the 
things  suggested  by  Senator  Barkley  as  not  a  matter  of  practice,  that 
folks,  even  some  of  our  own  people,  are  buying  wheat  in  South  Amer- 
ica and  then  reselling  it  ? 

Secretary  Anderson.  The  President's  statement  the  other  day  sug- 
gested that  profiteering  should  be  stopped  in  export.  We  do  not  have 
control  over  that  at  the  present  time.  I  think  it  is  only  fair  to  say  that 
some  of  the  prices  that  are  being  charged  by  exporters  for  American 
products  which  they  are  shipping  into  Latin  America  principally  are 
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extremely  high  and  do  not  bear  any  relationship  to  what  those  goods 
cost. 

We  feel  very  strongly  that  if  the  Secretary  of  Commerce  is  to  have 
power  to  issue  export  licenses — and  I  fully  subscribe  that  that  is  where 
the  export  licensing  power  should  be — he  ought  to  have  power  also  to 
refuse  export  licenses  where  the  prices  are  completely  out  of  sight. 

Senator  Wiley.  In  other  words,  you  contend  that  it  is  important 
unless  we  maintain  the  export  controls,  and  probably  the  effectiveness 
of  the  same  be  extended. 

Secretary  Anderson.  Yes,  sir.  What  I  want  to  suggest  is  that  the 
question  Senator  Barkley  raises  is  a  question  that  has  been  discussed 
a  great  many  tirnes  as  to  whether  or  not  a  nation  is  not  charging  too 
much  for  its  grain.  What  we  object  to  on  the  part  of  Argentina  and 
say  that  maybe  they  sometimes  asked  too  much,  other  countries  object 
to  with  reference  to  the  United  States,  the  difference  being  that  indi- 
viduals within  the  United  States  are  getting  these  extremely  high 
prices  and  that  the  Argentine  Government  as  a  government  gets  the 
price  that  we  think  is  somewhat  too  high  for  some  of  their  products. 

But  the  same  principle  applies.  We  would  like  to  see  that  this 
country  got  itself  in  shape  so  that  individuals  could  not  do  that. 

Senator  Wiley.  Let  me  put  it  another  way. 

There  are  those  engaged  in  the  export  i3usiness  that  are  exporting 
hard  goods  to  South  American  and  then  reexporting  them  to  Europe. 
In  many  instances  we  are  furnishing  the  money  to  buy  our  own  goods 
and  at  an  advanced  price,  are  we  not  ? 

Secretary  Anderson.  Not  that  I  know  anything  about. 

Senator  Wiley.  Who  is  furnishing  the  money  to  Europe  then,  so 
that  they  rebuy  these  things  at  the  advanced  price  ? 

Secretary  Anderson.  I  say  I  do  not  know  of  anything  that  we  are 
exporting  to  Latin  America  that  is  being  reexported  to  Europe. 

Senator  Wiley.  You  do  not  think  any  of  the  wheat  has  gone  that 
way? 

Secretary  Anderson.  No  ;  I  do  not. 

needs   of   EUROPEiVN    NATIONS 

Senator  Wiley.  I  think  Senator  George  covered  this  question,  but 
I  want  to  go  into  it. 

You  are_  satisfied,  personally,  that  you  have  obtained  the  best  evi- 
dence possible  as  a  basis  for  your  conclusion  as  to  what  the  needs  of 
these  respective  nations  are? 

Secretary  Anderson.  Yes,  sir.  We  have  certainly  tapped  every  source 
of  information  that  we  can  tap  and  the  conclusions  reached  are  valid. 

Senator  Wiley.  Then  the  other  question  is  how  to  meet  those  needs 
in  the  most  effective  and  efficient  way  possible.  You  do  not  thinlv  tliat 
is  witliin  your  province ;  that  is  within  the  province  of  the  legislative 
branch  in  the  State  Department  ? 

Secretary  Anderson.  Yes,  sir. 

Senator  Wiley.  In  contemplating  these  needs,  have  you  made  any 
suggestions,  for  instance,  in  Italy,  as  to  porlinps  wli.i.t  Itn1y  sliould  do 
so  that  next  year  there  would  not  be  a  similar  need? 

Secretary  Anderson.  Yes.  But  we  made  suggestions  of  that  nature 
previously  and  it  is  not  always  possible  to  have  them  work  out.  In  the 
case  of  France  we  tried  very  hard  to  see  to  it  that  France  got  itself 
self-sufficient  as  far  as  grain  was  concerned. 
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France  succeeded  in  getting  up  to  83  percent  of  their  prewar  Avheat 
production.  But  thev  then  hit  a  most  disastrous  cycle  of  bad  weather 
and  they  dropped  to  63  percent.  That  is  the  reason  that  we  have  got  a 
terrific  deficit  in  France  of  grain.  If  they  had  the  kind  of  weather  we 
had  in  our  wheat  crops,  better  than  normal,  France  would  be  very 
nearly  self-sufficient,  if  not  actually  self-sufficient  in  wheat  this  year. 

But  they  have  a  somewhat  difficult  time  of  it.  They  plant  an  alter- 
native wheat  that  is  planted  very  late  in  the  year.  It  comes  in  between 
our  winter  wheat  and  our  spring  wheat.  They  planted  it  and  got  a  very 
bad  freeze.  Those  farmers  who  were  able  to  replant  at  once — and 
they  are  largely  farmers  who  had  tractor-drawn  equipment  and  could 
plow  day  and  night — those  farmers  were  able  to  replant  at  once. 

I  visited  some  of  their  farms  this  sum.mer.  They  got  extremely  good 
wheat  returns  because  they  hit  the  cycle  of  weather  that  just  permitted 
them  to  harvest  their  crop  at  the  right  period.  But  the  farmers  who 
were  not  able  to  replant  at  once  got  their  wheat  up  and  ran  into  the 
very  bad  drought  that  followed  it. 

So  you  have  the  very  spotty  situation  there  in  France  of  driving 
by  one  section  that  has  a  very  good  looking  wheat  crop  and  just  a 
short  distance  from  it,  nothing  at  all. 

You  cannot  lay  it  to  poor  farming.  They  just  simply  clid  not  have 
tractor-drawn  equipment  and  could  not  work  day  and  night. 

Senator  Wiley.  Is  the  same  true  in  Italy  ? 

Secretary  Anderson.  Not  entirely. 

Austria,  incidentally,  will  be  worse  in  1948  according  to  present 
indications,  than  it  is  right  now. 

Senator  Barkley.  What  will  be  worse  ? 

Secretary  Anderson.  Austria.  They  are  having  very  bad  weather 
in  Austria.  The  moisture  deficiency  is  something  like  15  or  20  percent 
of  what  it  should  be.  It  is  just  like  the  situation  we  have  out  in  our 
Southwestern  "Wheat  Belt  now.  The  crop  possibilities  in  Austria  are 
going  to  be  at  a  pretty  low  figure  for  1948  as  we  now  see  it. 

Senator  Wiley.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Secretary. 

Secretary  Anderson.  Thank  you. 

The  Chairman.  Mr.  Lovett,  will  you  come  forward,  please  ? 

Before  we  go  into  any  other  matters,  would  you  care  to  comment  on 
the  situation  we  have  been  discussing  here  ? 

STATEMENT  OF  HON.  EGBERT  A.  LOVETT,  UNDER  SECRETARY  OE 
STATE;  ACCOMPANIED  BY  CHARLES  E.  BOHLEN,  COUNSEL;  C. 
TYLER  WOOD,  SPECIAL  ASSISTANT  TO  THE  ASSISTANT  SECRE- 
TARY OE  STATE  EOR  ECONOMIC  AFFAIRS;  HUBERT  F.  HAVLIK, 
CHIEF,  DIVISION  OF  INVESTMENT  AND  ECONOMIC  DEVELOP- 
MENT; DALLAS  DORT,  ADVISER  ON  RELIEF  AND  REHABILITA- 
TION; LINCOLN  GORDON,  OFFICE  OF  THE  FINANCIAL  AND  DEVEL- 
OPMENT POLICY;  AND  ERNEST  GROSS,  LEGAL  ADVISER 

Secretary  Lovett.  With  your  permission,  sir,  I  would  like  to  try  to 
clear  up  one  or  two  of  the  questions  which  have  been  asked  and  which 
it  Avas  not  possible  to  fully  answer  while  they  are  still  fresh  in  mind. 

The  Chairman.  Go  ahead. 
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Secretary  Lovett.  Senator  George,  I  believe  you  asked  about  the 
census  of  livestock  acreage  farm  population. 

Senator  George.  Yes.  An  agricultural  census.  Something  like  or 
comparable  to  such  as  we  have  here. 

Secretary  Lovett.  There  is  in  existence  at  the  present  time  this 
report  from  the  "Committee  on  European  Economic  Cooperation" 
which  I  mentioned  in  the  testimony  in  the  open  hearing  before  this 
committee,  which  deals  with  the  acreage  and  livestock  population.  I 
will  give  you  those  figures  if  you  wish  now,  sir,  or  put  them  in  the 
record.* 

Senator  George.  Put  them  in  the  record. 

Secretary  Lovett.  They  are  given  in  detail  under  the  title  of  "Hec- 
tarage.  Bread  Grains  (wheat  and  rye)  Appendix  C  II  (a)  and  Coarse 
Grains,  Appendix  C  II  (b)"  on  page  60  of  volume  II  of  the  Technical 
Rej)ort  of  the  Committee  of  European  Economic  Cooperation. 

As  regards  livestock  population,  they  are  given  on  page  64,  appendix 
C  III  (a),  for  Italy  and  the  other  countries,  the  first  table  being  "cat- 
tle (including  milk-cows)"  and  the  successive  tables  covering  popula- 
tion of  pigs,  sheep,  horses,  poultry,  and  then  it  gets  into  the  detail  of 
products  from  the  farms. 

They  are  broken  down  country  by  country,  giving  the  average  of  the 
prewar  years,  and  then  year  by  year  to  date,  and  then  the  estimates  for 
the  succeeding  period.  I  believe  that  is  what  you  referred  to,  sir. 

Senator  George.  Yes,  sir.  Has  that  publication  been  made  available 
to  each  member  of  the  committee,  Mr.  Chairman  ? 

Dr.  Wilcox.  Yes.  Each  Member  of  Congress  has  a  copy. 

Secretary  Lovett.  This  is  volume  II. 

Senator  Smith.  Who  prepared  those  tables  ? 

Secretary  Lovett.  They  were  prepared  by  the  Committee  of  Euro- 
pean Economic  Cooperation.  It  is  one  of  the  really  unusual  results. 

Senator  Smith.  Did  the  United  States  check  those  in  any  way  ? 

Secretary  Lo\tett.  We  have  checked  those  as  best  we  could  against 
the  international  figures. 

Senator  Connally.  Can  you  make  a  general  statement  as  to  whether 
or  not  cattle  and  things  of  that  kind  have  increased  over  the  last  2 
or  3  years  in  population  ? 

Secretary  Lovett.  Any  particular  country  or  in  total  ?  In  Italy  it  is 
down. 

Senator  Connally.  How  about  France  ? 

Secretary  Lovett.  As  compared  with  prewar,  in  France,  the  pre- 
war average  was  15,700,  and  the  1946  years  was  14,800.  The  estimate 
of  1946^7  is  15,200. 

Senator  Connally.  It  does  not  vary  much. 

That  is  all. 

nitrogen  fertilizer 

Secretary  Lovett.  There  was  another  question,  Mr.  Chairman,  from 
Senator  George,  relating  to  fertilizer.  The  situation  was  mentioned 
particularly  in  connection  with  Italy.  The  Secretary  of  Agriculture 

*  See  Committee  of  European  Economic  Cooperation,  General  Reports,  2  vols.,  repub- 
lisiied  hv  U.S.  Department  of  State,  publication  2930  (Washington  :  Government  Printing 
Office,  September  1947). 


175 

was  asked  whether  the  State  Department  had  been  in  touch  with  the 
Agriciiitiire  Department  on  that  subject.  I  think  the  impression  may- 
have  been  given  in  the  testimony  that  that  was  not  so  at  the  Secretary 
level.  I  think  that  is  true,  sir ;  but  at  the  working  level  they  have  been 
in  intimate  contact,  and  the  poor  element  in  this  fertilizer  is  that  the 
nitrogen  fertilizers  to  be  sent  to  Italy,  if  you  approve,  and  to  France, 
are  within  the  allocations  which  are  established  for  the  year  1947-48, 
by  this  fertilizer  committee  of  the  International  Emergency  Food 
Committee  on  which  the  Department  of  Agriculture,  of  course,  is 
represented. 

To  make  the  statement  responsive.  Senator  George,  the  State  De- 
partment and  the  Department  of  Agriculture  have  jointly  worked 
with  this  fertilizer  committee  which  has  already  made  the  allocations 
of  the  nitrogen  fertilizers  as  well  as  the  other  types  covered  by  them, 
and  these  figures  included  in  here  are  within  the  allocations  for  the 
year  1947-48. 

In  the  case  of  Italy,  the  nitrogen  fertilizer  embraced  in  this  ship- 
ment is  designed  to  come  from — covered  on  page  46  of  the  blue  book 
submitted  by  the  State  Department — 42,000  tons  allocated  from  Chile, 
but  not  yet  procured  because  they  have  not  yet  had  funds  to  com- 
plete it. 

Phosphate  rock,  440,000  from  North  Africa.  A  schedule  was  sub- 
mitted for  the  record  in  answer  to  previous  questions  on  this.  I  think 
you  have  some  part  of  this  in  the  record.  If  not,  we  will  make  the 
schedule  reavailable. 

Mr.  Wood  tells  me  it  is  in  the  record. 

Senator  George.  There  is  an  undersupply  of  nitrates,  and  especially 
potash,  in  this  country  at  this  time,  and  it  will  have  a  very  definite 
efiect  on  our  own  production.  If  Italy  or  anyone  else  is  enabled, 
through  this  legislation,  to  obtain  Chilean  nitrate,  it  cuts  down  the 
possibility  of  any  supply  from  that  source  to  us,  and  it  is  an  important 
matter. 

I  am  concerned  about  it  because  I  do  not  want  to  see  our  nitrates 
run  down  to  a  point  where  they  very  seriously  affected  production 
of  food  in  the  United  States.  That  was  my  only  reason  for  asking  that 
question. 

Thank  you  for  the  information  that  you  have  given,  Mr.  Secretary. 

The  Chairman.  Have  you  any  other  comments,  Mr.  Secretary,  on 
the  morning's  seminar? 

Secretary  Lo^^tt.  Yes,  sir.  There  were  two  other  questions,  one  of 
which  I  think  Senator  Barkley  asked  with  respect  to  the  purchases 
of  grain  in  the  Argentine  in  connection  with  the  Italian  problem 
which  was  being  discussed  earlier. 

As  I  recall  it,  Senator,  you  asked  really  two  questions :  One,  whether 
we  proposed  to  buy  anything  down  there;  and  the  second  one  was 
why  did  they  not  do  something  about  making  gifts  rather  than  simply 
standing  back  and  holding  out  for  the  high  prices. 

SPECIFICS  CONCERNING  WHEAT  AVAILABILITY  FROM  ARGENTINA 

Senator  Barkley.  Well,  that  was  not  precisely  the  question.  If  it 
is  true  that  they  have  been  obtaining  $5  a  bushel  for  wheat,  whether 
it  was  wheat  that  they  produced  themselves  or  that  they  received 
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from  somebody  else  in  trade,  my  question  has  to  do  with  how  much 
was  bought  and  whether,  if  we  found  that  we  could  not  supply  all 
the  wheat  that  Italy  needed  and  the  Argentine  could  supply  some  of 
that,  they  would  be  expected  to  receive  that  same  sort  of  price  for 
whatever  they  let  Italy  have  by  way  of  a  deficiency  in  our  own  supply. 

Secretary  Lo\Ti;TT.  Yes,  sir.  Well,  this  is  an  extremely  complicated 
situation,  and  I  am  not  a  commodity  expert,  but  I  would  like  to  try 
to  give  you  my  exjDlanation ;  and,  if  I  am  wrong,  I  am  sure  this  group 
of  technicians  will  indicate  so. 

Senator  Barklet.  In  other  words,  you  want  to  demonstrate,  using 
your  own  language  a  while  ago,  that  down  on  a  working  level  there 
was  consultation.  You  want  to  prove  that  even  upon  the  secretarial 
levels  there  is  some  work  that  goes  on. 

Secretary  Lo\'ett.  Yes,  sir;  I  would  like  to  try  to  leave  that 
impression. 

In  the  case  of  the  Argentine,  to  the  best  of  our  knowledge  and 
belief  there  is  no  importation  of  grain  from  this  country,  and  there- 
after a  reexport  of  it.  They  are  a  substantial  producer,  of  course, 
historically,  of  grains,  including  particularly  coarse  grains. 

Their  situation  at  the  present  time  is  a  strange  one  in  that  tliere  is 
reported  by  the  Argentine  Government  to  us  to  be  some  considerable 
amount  of  grain  in  the  up  country  without  adequate  means  of  storage, 
and  therefore  subject  to  very  rapid  deterioration,  so  that  the  problem 
is  not  merely  one  of  production,  which  is  not  up  to  their  maximum 
at  all,  but  also  one  of  transportation.  Hence,  in  order  to  accelerate  the 
delivery  of  this  grain,  we  must  in  some  way  assist  in  trucking  it  down. 
It  has  been  transported  partly  by  trucks. 

The  grain  program  which  we  have  for  Italy  does  not  include  any 
purchases  from  the  Argentine  by  us. 

As  the  Secretary  of  Agriculture  said,  there  is,  of  course,  because  of 
the  large  Italian  population  in  the  Argentine,  a  fairly  close  connection ; 
consequently,  Italy,  with  the  dollar  resources  in  the  past  which  she 
has  been  able  to  accumulate  through  her  sales  of  exports  and  the  con- 
version of  her  sales  made  in  sterling  areas  into  dollars,  has  bought  some 
Argentine  grain  at  what  would  seem  to  us  to  be  high  prices.  I  believe 
that  was  in  the  order  of  100,000  tons  in  the  past.  But  subsequently, 
Argentina  gave  Italy  100,000  tons  for  nothing  last  year,  so  that  you 
have  in  effect  some  kind  of  an  offset. 

Currently,  the  Argentine  has  given  Italy  a  credit.  What  the  book- 
keeping under  that  credit  is  I  do  not  know.  Senator  Barkley,  but  the 
Italians  are  procuring  grain,  as  indicated  in  this  book,  from  the  Argen- 
tine, against  that  credit,  so  that  we  do  not  in  our  program  contemplate 
the  use  of  our  funds  for  the  purchase  of  Argentine  grain  to  ship  to 
Italy. 

Senator  Barkley.  That  is  a  pertinent  matter  in  regard  to  this.  Wliat- 
ever  private  arrangement  they  might  make  as  to  grain  due  to  the 
circumstances,  and  also  possibly  the  purchase  of  Italian  products  by 
Argentina  at  what  they  might  regard  as  high  prices,  would  be  a  matter 
for  them,  but  it  is  of  some  concern  to  know  that  our  money  is  not  to 
be  used  in  the  purchase  of  grain  at  any  such  prices  as  that  in  Argentina 
to  make  up  a  deficiency  that  we  cannot  supply  ourselves  at  the  prices 
that  will  be  prevalent  here. 
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Senator  George.  Of  course,  Mr.  Secretary,  ever}i;hing  that  we  put 
in  the  Italian  payroll  brings  up  their  purchasing  power  with  Argen- 
tina, and  indirectly  they  will  be  able  to  buy  grain  because  of  our 
assistance.  That  is  unavoidable. 

Secretary  Lovett.  I  think  that  is  correct,  Senator. 

Senator  George.  I  am  not  raising  any  objection  to  it,  but  it  will  be 
an  incongruous  situation  if  Congress  were  to  put  a  ceiling  on  our 
wheat,  for  instance,  to  our  farmers,  very  much  below  what  Italy  and 
France  would  be  able  to  pay  some  other  producing  countiy  for  wheat. 

The  Chairman.  Do  you  think  that  is  an  early  hazard.  Senator,  that 
we  will  put  a  price  on  w^heat  ? 

Senator  George.  I  do  not  speak  for  the  Congress.  I  do  not  know  what 
it  vrill  do. 

Secretary  Lom^tt.  Senator,  there  is  one  other  comment,  in  order  to 
try  to  give  you  as  full  a  background  as  we  can  on  this,  because  you 
must  have  all  the  facts  about  this  Argentine  situation,  which  is 
extremely  difficult. 

The  Argentine  is  not  a  member  of  this  International  Emergency 
Food  Committee,  which  agrees,  under  the  general  blanket  of  the 
United  Nations  through  the  agricultural  organization,  to  allocate  the 
funds  as  nearly  as  may  be  in  an  equitable  fashion.  So  that  the  Argen- 
tine, as  a  country  outside  of  that,  is  technically  a  free  market,  and 
therefore  the  person  who  buys  in  the  lEFC  area  up  to  the  maximum 
that  he  can  obtain  in  an  allocated  form,  thereafter,  if  he  is  short,  tends 
of  necessity  to  go  to  the  free  market,  wherever  it  may  be,  and  that  is 
one  of  the  reasons  why  they  are  able,  I  think,  to  maintain  this  very 
high  price.  Someone  had  asked  that  question.  That  I  should  label  as  a 
personal  opinion,  because  you  can  never  tell  quite  all  of  the  reasons 
behind  it ;  but  under  the  lEFC  system  of  allocation,  if  a  man  is  not 
able  to  get  what  he  needs  under  that  lEFC,  his  tendency  is  to  go  to  the 
one  remaining  free  competitive  wheat  market. 

GEAR   PROGRAM   TO   RESOURCES   AVAILABLE 

The  Chairman.  In  respect  to  a  basic  controversy  over  wheat  avail- 
able for  Italy,  w^hile  there  is  nothing  textually  in  this  bill  that  ties  the 
program  to  the  prospectus  in  the  blue  book,  there  well  may  be  assumed 
to  be  a  relationship  between  the  bill  and  the  blue  book  which,  in  tui'n, 
might  involve  a  promise  to  Italy  in  respect  to  wheat  which  we  could 
not  fulfill  on  the  basis  of  the  testimony  we  have  submitted.  I  think  it 
is  less  important  that  we  harmonize  the  various  figures,  inasmuch  as 
they  are  not  particularly  far  apart,  than  that  we  should  make  per- 
fectly sure  textually  in  this  bill  that  the  entire  program  is  geared  at  all 
times  to  our  ability  to  handle  our  resources  on  the  basis  of  our  own 
necessity. 

Should  there  not  be  something  in  the  bill  which  clearly  sets  forth  the 
facts  that  I  have  indicated  ? 

Secretary  Lovett.  Mr.  Chairman,  I  think  it  would  be  very  helpful. 
We  have  been  in  discussion  with  the  staff  of  the  committee  on  that  par- 
ticular point  and  other  points  relating  to  that,  and  it  is  my  own  feeling, 
while  we  have  exhausted  what  we  think  is  every  reasonable  means  of 
pointing  out  the  potential  recipients,  there  is  an  element  of  definite 
uncertainty  as  to  the  type  of  foodstuffs  and  the  quantities.  It  would 
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probably  be  of  help ;  certainly  it  will  go  further  to  clarifying  the  point 
if  we  could  find  language  which,  in  the  bill  itself,  made  that  doubly 
clear. 

The  Chairman.  What  would  you  say  to  the  insertion  of  this  lan- 
guage suggested  by  our  staff :  At  the  proper  point,  insert  the  following 
sentence:  "This  act,  however,  shall  not  imply  any  obligation  to  give 
assistance  to  any  of  the  countries  mentioned,  nor  shall  it  imply  or 
guarantee  the  availability  of  any  specific  quantities." 

Secretary  Lovett.  I  think  that  would  be  first  class  and  helpful. 

Senator  White.  Where  would  that  go,  Mr.  Chairman? 

The  Chairman.  Where  vv'ould  it  go  ? 

Senator  White.  Yes. 

The  Chairman.  In  section  4(a).  It  would  be  inserted  immediately 
after  the  identification  of  the  figure  in  subsection  (a). 

Senator  Connally.  Is  that  language  comprehensive  enough  and 
clear  enough?  I  think  that  we  should  have  something  in  this  bill  to 
negative  the  idea  that  we  are  making  policies  or  commitments  to  these 
various  nations  in  an  amount  of  money  or  in  amounts  of  goods,  but 
that  all  of  these  things  are  within  our  retained  discretion,  in  view  of 
our  own  resources. 

Senator  George.  Does  this  not  do  it? 

Senator  Connally.  I  would  hope  so. 

Secretary  Lo^'ett.  I  would  say.  Senator  Connally,  that  it  met  the 
point  you  have  in  mind. 

Senator  Connally.  I  have  not  had  a  copy  of  it. 

wording  of  procurement  provision 

Senator  George.  Mr.  Secretary,  there  is  just  one  question  that  I 
want  to  ask  you  about  the  bill.  I  wish  you  would  look  at  page  2, 
line  13,  and  see  if  that  provision  is  absolutely  necessary  in  an  interim 
program  of  this  kind:  "(«)  Procure,  or  provide  funds  for  the  pro- 
curement, from  any  source,  by  manufacture  or  otherwise."  I  wonder 
if  that  is  necessary. 

Secretary  Lo\'ett.  There  is  a  small  amount  of  certain  of  these 
materials  that  comes  from  Government  plants.  This,  I  believe,  was  a 
pickup  of  language  in  previous  legislation. 

Senator  George.  I  am  afraid  it  was,  and  I  cannot  see  the  reason 
for  it  in  this  interim  bill,  so  why  not  just  leave  it  out,  that  portion 
reading  "by  manufacture  or  otherwise"  ? 

I  do  not  care  about  the  "otherwise,"  because  you  can  procure  it 
from  any  source  by  any  means  anyway.  We  certainly  are  not  going 
into  the  manufacturing  business  here  in  an  interim  ]:)rogram. 

Secretary  Loatett.  I  think  that  is  a  good  point.  Senator. 

Senator  George.  I  would  like  to  see  it  come  out,  just  for  the  looks 
of  the  bill. 

Senator  Connally.  If  you  strike  it  out,  you  still  have  "from  any 
source." 

Senator  George.  Oh,  sure.  I  know  the  Government  has  certain 
plants,  but  evervthing  the  Government  is  going  to  make  is  going  to 
China  and  to  Gorman v  nnywav.  We  are  not  going  to  get  any  of  it 
under  tliis  bill,  I  would  not  think,  so  we  need  not  worry  about  that. 

Secretary  Lo\'ett.  Well,  I  am  not  a  lawyer,  Senator,  but  I  think 
the  point  you  make  is  good. 
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Senator  George.  I  do  not  think  it  is  very  important,  but  in  an 
interim  bill  of  this  kind  it  just  seems  to  me  that  there  are  just  too 
many  twists  to  the  dog's  tail.  There  is  no  need  of  putting  it  in  there. 

The  Chairman.  I  think  your  point  is  important,  Senator. 

Senator  George.  I  would  think  it  was  important  in  a  long-term 
program. 

The  Chairman.  I  think  it  is  important  in  respect  to  the  atmosphere  ,. 

of  this  bill,  because  that  is  one  thing  this  bill  does  not  contemplate.  \\ 

Secretary  Lovett.  I  think  that  is  true. 

emphasis  that  bill  is  temporary 

The  Chairman.  On  the  former  point  I  want  to  go  one  step  further, 
because  I  completely  agree  with  Senator  Connally  that  we  cannot  go 
too  far  to  indicate  that  this  program  is  being  passed  by  Congress  in 
the  light  of  imponderable  contingencies  and  in  addition  to  the  specific 
amendment  that  was  previously  proposed  and  to  which  the  Secretary 
agrees,  we  will  also  propose  a  sentence  in  a  suggested  preamble  which 
will  read  as  follows : 

Whereas,  both  the  United  States  and  the  recipient  countries  fully  recognize 
the  difficulties  involved  in  furnishing  such  assistance  because  of  the  critical 
world  shortage  of  essential  commodities,  and  therefore  recognize  that  any  and 
all  commitments  are  tentative  and  are  at  all  times  subject  to  reconsideration 
to  meet  changing  circumstances. 

That  is  just  a  frank,  honest  statement  of  the  reality. 

Senator  Smith.  Do  you  want  to  use  the  word  "commitment"  in 
there  ? 

The  Chairman.  "Whatever  it  is.  I  am  not  trying  to  spell  it  out, 
but  indicating  that  we  are  proposing  at  two  points  in  the  bill  to  cover 
the  contingency. 

nature  of  program's  administration 

Now,  Mr.  Secretary,  on  the  question  of  administration,  it  is  my 
understanding  from  your  testimony  that  it  is  contemplated  that  the 
administration  of  this  bill  shall  be  in  the  hands  of  the  existing  post- 
UNRRA  administration  headed  by  Mr.  Allen,  who  was  confirmed  for 
that  position  by  the  Senate ;  is  that  correct  ? 

Secretary  Lovett.  That  is  my  understanding,  sir,  and  that  is  our 
suggestion. 

_  The  Chairman.  That  is  not  what  the  bill  says.  The  bill  leaves  the 
situation  wide  open  to  the  President  to  name  a  new  administrator  if 
he  wants  to,  without  any  confirmation  by  the  Senate.  It  is  just  high, 
wide,  and  handsome.  How  about  nailing  that  down  in  some  way? 

Secretary  Lovett.  I  think  that  would  be  proper,  sir. 

Senator  George.  On  that  point,  Mr.  Under  Secretary,  may  I  ask, 
how  is  the  post-UNRRA  organization  tied  in  with  our  diplomatic 
post  in  France  and  Italy,  and  so  forth  ?  Has  it  any  connection  ? 

Secretary  Lovett.  Yes.  Mr.  Allen  is  an  employee  of  the  State 
Department. 

Senator  George.  Oh,  yes. 

Secretary  Lovett.  And  he  is  head  of  the  mission  which  has  the 
supervisory  responsibility  under  the  Relief  Assistance  Act. 
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Senator  George.  So  that  is  tied  in  with  our  operations  in  each  of 
these  countries  on  our  diplomatic  level  ? 

Secretary  Lovett.  Yes,  sir. 

Senator  Barkley.  Let  me  ask  you  in  that  connection  whether  in 
each  respective  country  Mr.  Allen  is  the  overall  supervisor  in  all  the 
countries  where  relief  is  being  carried  out  ? 

Secretary  Lovett.  Yes,  sir. 

Senator  Barkley.  But  in  any  particular  country  where  it  is  in  oper- 
ation, is  he  tied  in  with  our  local  diplomatic  post  or  is  he  subordinate 
to  the  Ambassador,  for  instance  ? 

Secretary  Lo\'ett.  We  have  resident  supervisors,  so  to  speak,  in  those 
various  countries.  If  you  take  the  case  of  Austria,  for  example,  whicli 
IS  under  General  Keyes,  Allen  has  a  man  attached  to  Keyes'  commis- 
sion setup  that  does  the  supervisory  work  with  which  Allen  is  charged, 
and  then  Allen  goes  in  to  inspect  in  order  to  make  his  confirmed 
reports. 

Senator  Barkley.  Austria  is  on  a  little  different  basis  from  Italy 
and  France  ? 

Secretary  Loi'ett.  His  headquarters  are  at  Rome,  and  he  has  his  staff 
there,  which  not  only  supervises  the  activities  in  Italy,  but  also  is  cen- 
tral office  for  his  overall  functions. 

Senator  Barkley.  Insofar  as  Italy  is  concerned,  how  does  the  local 
staff  there  tie  into  the  diplomatic  posts  ? 

Secretary  Loveit.  They  are  attached  to  the  Embassy,  but  they  are 
under  liis  control. 

Senator  Barkley.  Would  there  likely  be  any  controversy  arise 
between  the  Ambassador  to  Italy,  for  iiistance,  Mr.  Dunn,  and  the 
local  residential  supervisor  under  Mr.  Allen  ? 

Secretary  Lovett.  No,  sir.  We  have  not  had  the  slightest  difficulty 
with  Mr.  Allen  or  any  of  the  Ambassadors. 

Senator  Barkley.  There  is  a  question  that  has  been  raised  here  as  to 
who  would  have  the  authority  in  case  any  difference  did  arise.  Who 
would  be  over  whom  ? 

ultimate  authority  rests  with  secretary  of  state 

Secretary  Lovett.  The  ultimate  authority  would  be  in  the  Secretary 
of  State,  sir. 

Senator  Barkley.  Yes,  of  course,  but  if  it  did  not  reach  that  level  as 
between  the  local  representative  of  Mr.  Allen  and  the  Ambassador  ? 

Secretary  Low.tt.  If  it  was  purely  relief,  Allen  is  the  responsible 
man  and  he  would  have  the  complete  authority. 

Senator  Barkley.  Under  this  program,  if  he  is  to  function,  this  is 
relief  in  a  sense,  but  it  is  not  the  same  kind  of  relief  that  he  is  now 
administering. 

Secretary  Lovett.  His  responsibility  would  be  the  same  under  the 
three  countries  we  are  discussing  in  this  bill,  as  it  is  presently  under 
the  relief  given  under  the  Eelief  Assistance  Act  of  1947. 

The  Chairman.  It  is  my  understanding  that  your  experience  under 
that  act  and  under  the  existing  Allen  setup  is  entirely  satisfactory  and 
involves  none  of  the  hazards  which  Senator  Barkley  very  appropri- 
ately explores. 

Secretary  Lovett.  That  is  my  understanding,  sir,  definitely. 
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RELATH^  AUTHORITY  OF  AMBASSADOR  AND  ADMINISTRATOR 

The  Chairman,  Then  what  would  you  say  to  this  language  added  to 
wliat  is  section  9  in  your  bill,  on  page  5,  which  indicates,  as  you  have 
drawn  it,  that  "the  President  may,  from  time  to  time,  promulgate  such 
rules  and  regulations  as  he  may  find  necessary  and  proper  to  carry  out 
any  of  the  provisions  of  this  act"  and  so  forth.  What  would  you  say  to 
the  addition  of  this  sentence : 

The  responsibility  for  administering  in  Europe  the  program  of  assistance  pro- 
vided for  in  this  act  shall  be  vested  in  the  field  administrator  of  the  United 
States  foreign  relief  program  appointed  pursuant  to  Section  4  of  the  act  of 
May  31,  1947,  providing  for  relief  assistance  to  the  devastated  areas? 

Secretary  Lovett,  I  think  that  would  be  entirely  satisfactory,  sir. 

Senator  Connally.  You  do,  just  to  turn  it  all  over  to  this  man  and 
remove  any  control  of  the  President  over  him  at  all  ? 

Secretary  Lo\^tt,  No,  sir.  This  is  the  naming  of  the  individual, 
restricting  the  individual. 

Senator  Connally.  It  is  making  Allen  the  czar  of  the  whole  works. 

Secretary  Lo\'ett.  This  is  only  the  field-operating  end  of  it,  Senator. 

Senator  Connally.  That  is  where  they  get  the  food  to  eat. 

Secretary  Lo\'ett.  He  is  our  representative  now. 

Senator  Connally.  You  do  not  want  to  make  him  your  representa- 
tive bv  law.  You  want  the  Secretarv  of  State  to  have  some  discretion 
to  not  use  him  or  to  use  him,  do  you  not  ? 

Secretary  Lovett.  If  I  understand  this  suggestion  correctly,  it  would 
mean  that  so  long  as  tlie  head  of  the  U.S.  foreign  relief  program,  who 
has,  by  law,  to  be  approved  by  the  Senate,  is  over  there,  he  would  be 
the  responsible  agent  for  the  supervision  of  this  assistance.  If 
Mr.  Allen  were  removed,  if  anything  happened  to  Mr.  Allen  and  he 
had  to  have  another  relief  head  over  there,  he  would  also  require  sena- 
torial approval,  so  that  I  think  the  situation  would  be  covered  more  or 
less  automatically. 

Senator  Hickenlooper.  Mr.  Chairman,  I  would  like  to  just  clear  up 
this  question  Senator  Barkley  asked,  just  a  little  bit  more  by  an 
illustration. 

In  case  an  individual  who  is  under  Mr.  Allen  and  has  charge  of  the 
administration  of  this  program  in  Italy,  say,  disagrees  with  the 
Ambassador  to  Italy,  I  know  your  experience  has  been  good,  but  in 
the  event  tliere  should  be  a  disagreement  that  was  substantial  and 
Mr.  Allen  agreed  wdth  his  representative,  who  would  control,  the 
Ambassador  or  Mr.  Allen's  opinion,  or  would  the  matter  be  entirely 
referred  to  the  State  Department,  to  the  Secretary  of  State  ? 

Secretary  Lovett.  If  the  matter  were  in  the  field  of  relief  and  if 
there  were  a  disagreement  between  Allen  and  the  Ambassador,  which 
was  not  composed  to  their  satisfaction,  it  would  have  to  be  referred 
to  the  Secretary  of  State,  sir. 

appeal  to  secretary  of  state 

Senator  Hickenlooper.  Would  tlie  Ambassador  in  Italy,  again 
taking  Italy  just  by  way  of  illustration,  have  authority  in  Italy  to 
block  or  to  stop  some  procedure  of  this  relief  administration  of  which 
he  thoroughly  disapproved,  or  would  he  have  to  take  an  appeal  to 
the  Secretarv  of  State  over  Mr.  Allen's  decision  ? 
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Secretary  Lovett.  He  would  have  to  take  an  appeal  to  the  Secretary 
of  State,  sir. 

Senator  Hickenlooper.  Conversely,  if  Mr.  Allen  wanted  to  go 
ahead  with  the  program  that  was  in  serious  dispute  between  himself 
and  the  Ambassador,  could  he  go  ahead  v/ith  that  program  pending 
an  appeal  to  the  Secretary  of  State  ?  In  other  words,  if  the  Ambassador 
said,  "No,  j'ou  cannot  do  this  in  Italy ;  I  don't  want  you  to  do  this," 
and  Allen  says,  "We  are  going  to  do  it,"  and  the  Ambassador  says, 
"You're  not,"  could  Allen  go  ahead  and  do  that,  pending  a  settlement 
of  the  dispute  with  the  Secretary  of  State  ? 

I  am  not  talking  about  what  they  would  do,  necessarily,  from  a 
practical  standpoint.  I  am  trying  to  fix  the  authority. 

Secretary  Lo^^tt.  I  do  not  know  the  answer  to  that,  Senator.  I 
suppose  technically,  under  the  law,  he  could  go  ahead  until  such  time 
as  the  Ambassador  was  able  to  get  to  the  encl  of  a  cable  and  wire  the 
State  Department.  If  the  disagreement  had  reached  the  stage  which 
your  question  contemplates,  I  should  think  that  the  Ambassador  would 
have  filed  his  protest  very  promptly. 

Senator  Hickenlooper.  Very  likely.  I  think  that  would  be  the 
practical  method  of  operation,  but  in  fixing  the  ultimate  authority 
here,  it  would  seem,  then,  that  the  complete  authority  locally  over 
this  thing  is  in  the  Administrator,  and  that  the  Ambassador  only 
has  a  matter  of  advice  and  objection  and  appeal.  In  other  words,  the 
Administrator's  authority  would  rise  over  that  of  the  Ambassador  in 
the  local  country,  in  the  local  administration  of  this  relief. 

Secretary  Lo\^tt.  I  think  it  is  only  in  the  mechanics. 

Senator  Hickenlooper.  I  am  not  so  certain  that  that  is  good  or 
bad,  one  way  or  the  other.  I  mean,  I  am  not  arguing  either  point. 

RELIEF  TRANSACTIONS  CONCERN   SPECIFIC  AREA 

Secretary  LiOvett.  The  relief  head  operates  under  a  set  of  instruc- 
tions, and  those  instructions  for  the  most  part  deal  with  the  basic 
mechanics  of  the  distribution  and  supervision  and  the  labeling  and  all 
that  sort  of  stuff.  It  is  normal  in  those  instructions  to  include  matters 
which  require  clearing  with  the  Italian  Government  itself,  to  provide 
that  that  shall  be  done  by  and  with  the  assistance  of  the  Ambassador, 
so  that  we  will  have  only  one  Government  agency  over  there  operating 
at  the  Government  level. 

Senator  Hickenlooper.  You  have  your  Ambassador  answerable  to 
the  President,  and  your  administrator  answering  to  the  Secretary  of 
State. 

Secretary  Lovett.  For  practical  purposes,  the  Ambassador  is  an- 
swerable to  the  President  through  the  Secretary  of  State. 

Senator  Hickenlooper.  Probably  the  only  object  of  this  is  to  find 
out  who  is  to  blame  if  the  thing  goes  foul,  to  find  out  who  is  the  ulti- 
mate, on-the-ground,  responsible  head,  and  it  would  seem  at  least  now 
to  me  that  it  is  the  administrative  agency  rather  than  the  Ambassador 
in  the  local  country. 

Secretary  Lovett.  The  Ambassador  is  this  Government's  repre- 
sentative in  the  country.  The  relief  administrator  in  this  particular 
type  of  transaction  has  a  very  narrow  field  in  which  he  has  authority 
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to  act.  Where  liis  action  runs  into  a  governmental  level,  the  matter 
of  overall  governmental  policy,  it  would  be  reasonable  to  assume  that 
his  instruction — and  it  is  my  impression  they  do — would  be  required 
(o  clear  with  the  Ambassador  or  work  through  him  at  the  Government 
level. 

If  the  hypothetical  case  which  you  set  up  here  should  occur,  I  should 
think  that  the  action  taken  would  be  for  the  Ambassador  at  once  to 
wire  the  Department  of  State  and  set  up  the  two  different  points  of 
view ;  and  if  we  then  decided  back  here  that  the  Administrator  was 
wrong  and  the  Ambassador  was  right,  we  would  have  to  send  a  tele- 
gram out  in  those  terms. 

It  is  a  fact.  Senator,  that  in  these  particular  countries,  and  in  this 
particular  type  of  transaction,  we  have  not  had  that  difficulty.  But 
it  is  also  a  fact  that  in  certain  areas  we  have  had  that  difficulty,  so  that 
I  do  not  want  to  say  that  your  case  is  entirely  imaginary.  But  if  it 
does  come  up,  it  is  a  matter  that  the  Department  has  to  handle  in  each 
instance. 

FOOD   ISSUE   VERSUS   POLITICAL   ISSUE 

Senator  Smith.  Could  I  suggest  an  illustration  that  occurs  to  me 
that  might  bring  out  the  point  ? 

Suppose  the  local  administrator,  Mr.  Allen,  felt  he  wanted  to  clear 
his  food  distribution  through  certain  groups  in  Italy  which  he  felt 
he  had  checked  up  properly,  and  suppose  the  Ambassador  felt  those 
were  not  the  proper  channels  from  the  political  standpoint.  There 
you  have  a  question  on  the  food  issue,  which  would  go  through  Allen, 
yet  you  have  a  political  issue  which  is  a  matter  over  which  the  Am- 
bassador should  have  jurisdiction,  and  it  would  be  dangerous  to  delay 
at  all,  because  if  Allen  says,  "I  have  authority  to  act,"  he  might  pro- 
ceed to  go  ahead  without  going  through  the  Ambassador.  I  admit  it 
is  conceivably  an  almost  impossible  situation. 

Secretary  Lovett.  There  you  have  a  case  where  the  political  aspect 
is  of  overriding  imj)ortance.  I  think  that  in  that  case,  it  is  very  hard 
to  imagine  that  the  relief  Administrator  will  use,  we  will  say,  a  politi- 
cal distributing  agency  against  advice  of  the  Ambassador,  because  the 
Ambassador  in  the  instructions  to  the  relief  Administrator  is  the  final 
authority  on  political  matters.  If  that  should  happen,  it  is  reasonable 
to  assume  that  they  would  wire  at  once  to  the  State  Department  for  a 
definition.  I  do  not  know  any  automatic  way  in  which  you  can  keep 
unreasonable  men  from  creating  unlikely  circumstances. 

POLICY   CONFLICT   IN   GREECE 

Senator  Smith.  Do  we  not  have  some  conflict  of  policy  in  the  Greek 
situation  between  our  Greek  relief  setup  under  Governor  Griswold 
and  Ambassador  MacVeigh  ? 

Secretary  Lovett.  Yes,  sir ;  we  did  have  and  we  do  have,  and  that  is 
in  our  laps  right  now. 

Senator  Smith.  Are  we  going  to  avoid  that  kind  of  thing  in  the 
setup  you  are  suggesting  here,  in  the  authority  which  is  suggested 
here,  or  in  the  authority  under  the  amendment  Senator  Vandenberg 
suggested  ? 
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Secretary  Lovett.  The  restrictions  in  the  case  of  relief,  Senator 
Smith,  are  c[uite  different  from  those  with  respect  to  Greece. 

( Discussion  was  continued  off  the  record. ) 

Senator  Smith.  I  was  somewhat  disturbed  when  I  was  in  Greece.  It 
seemed  to  me  that  the  thing  had  been  pretty  well  ironed  out,  but  no  one 
could  help  feeling  that  there  had  been  a  difference  of  view  which  might 
very  easily  have  arisen.  There  was  no  question  of  jealousy  between 
them,  but  it  was  a  question  of  misunderstanding  of  function,  and  that 
is  what  we  want  to  avoid  in  this  whole  thing,  and  I  think  it  is  the  pur- 
pose of  Senator  Hickenlooper's  question  to  get  it  clear. 

Secretary  JLovett.  I  think  in  the  case  you  cite  there  has  been  a  differ- 
ence of  opinion  between  the  two  representatives  in  Greece  in  spite  of 
the  best  efforts  to  clarify  their  respective  fields.  But  in  the  matters 
which  we  are  talking  about  here  in  this  bill,  the  area  is  so  sharply 
restricted  with  respect  to  the  activities  of  this  relief  agent  that  I  do 
not  think  we  will  face  any  unusual  hazard. 

Senator  Hickenlooper.  I  think  in  this  bill,  as  has  been  mentioned 
before,  this  is  a  short-lived  bill.  It  is  an  emergency  relief  bill.  The  haz- 
ard of  a  long-range  dispute  coming  up  is  nil.  But  I  think  there  is  also 
a  principle  that  will  probably  have  to  be  considered  in  any  long-range 
permanent  program,  as  to  where  this  authority  is  that  probably  might 
avoid  some  difficulty. 

Secretary  Lovett.  In  the  long  range.  Senator,  we  have  covered  that 
aspect  of  it  in  quite  a  different  way  from  this. 

What  we  are  trying  to  do  is  to  use  the  quickest  medium  of  getting 
this  job  done,  and  we  have  recommended  this  because  our  experience 
to  date  in  all  of  the  countries,  including  Greece  in  this  type  of  thing, 
where  our  administrator  has  worked  with  the  Ambassador,  has  been 
satisfactory.  I  have  Mr.  Dort  here,  who  has  been  following  that  closely. 
I  want  to  make  sure  that  there  is  nothing  that  I  have  missed. 

PREVIOUS  EXPERIENCES    SATISFACTORY 

Mr.  Dallas  W.  Dort  (Adviser  on  Eelief  and  Rehabilitation, 
Department  of  State).  That  is  right.  It  has  worked  with  General 
Keyes,  who  is  High  Commissioner  in  Austria :  with  Ambassador  Dunn 
in  Italy  and  in  Greece  equally  well,  and  Mr.  Allen  has  worked  out  with 
those  people  a  general  program  in  each  country.  The  day-to-day  rela- 
tionships of  the  head  of  the  mission  in  the  country  are  with  the 
Ambassador  or  our  chief  representative  in  the  country,  but  on  any 
important  issues  Mr.  Allen  is  consulted.  He  makes  direct  trips  to  these 
countries  and  has  ironed  out  all  of  the  problems  with  the  Ambassador 
or,  in  the  case  of  Austria,  with  General  Keyes  who  is  our  High 
Commissioner. 

RESTRICTION    OF    PRESIDENTIxVL    AUTHORITY    TO    DELEGATE 

Senator  Barkley.  I  would  like  to  ask  Mr.  Lovett  this  question  w^ith 
regard  to  the  last  amendment  suggested  here.  I  had  not  seen  it.  It  is  on 
page  7  of  this  typevrritten  redraft  of  the  bill,  section  10  :* 

♦This  type  written  redraft  of  S.  1757  was  apparently  printed  the  following  day, 
November  19,  as  a  "Committee  Print"  and  is  reproduced  in  the  appendix,  pp.  353-61.  A 
memorandum  to  Senators  Vandenberg  and  Connally  from  the  Committee  Staff  on  Novem- 
ber 17.  1947.  with  "Comments  on  Draft  Interim  Aid  Bill"  outlining  the  differences  between 
the  relief  act  (P.L.  84)  and  S.  1757  is  also  reproduced  In  the  appendix,  pp.  349-51. 
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The  President  may,  from  time  to  time,  promulgate  such  rules  and  regulations 
as  he  may  find  necessary  and  proper  to  carry  out  any  of  the  provisions  of  this 
Act ;  and  he  may  delegate  to  the  Secretary  of  State  or  any  other  official  or  offi- 
cials of  the  Government  any  of  the  powers  or  authority  conferred  on  him  under 
this  Act. 

Then  in  parentheses  there  is  this  new  language : 

The  responsibility  for  administering  in  Europe  the  program  of  assistance  pro- 
vided for  in  this  Act  shall  be  vested  in  the  field  administrator  of  the  United 
States  foreign  relief  program  appointed  pursuant  to  Section  4  of  the  Act  of 
May  31, 1947,  providing  for  relief  assistance  to  the  devastated  areas. 

Those  two  provisions  seem  inconsistent  to  me.  The  suggested  amend- 
ment appears  to  nullify  the  previous  provision  insof.'^r  as  the  admin- 
istration of  this  act  in  Europe  is  concerned.  I  wonder  what  your 
comment  is  on  that.  If  the  President  is  to  be  given  authority  to  desig- 
nate from  time  to  time  through  the  State  Department  or  any  other 
agency  of  the  Government  any  of  the  powers  conferred  upon  him  here, 
won't  we  restrict  that  authority  by  providing  that  in  Europe,  so  far  as 
Europe  is  concerned,  this  administration  shall  be  by  Mr.  Allen  ? 

I  ask  your  comment  on  it,  because  we  probably  will  have  some  nat- 
ural inquiry  into  the  effect  of  that  apparent  inconsistency  there. 

Secretary  Lo^^:TT.  I  have  had,  as  you  know,  only  a  moment  to  con- 
sider this  thing,  but  I  do  not  see,  unless  there  is  some  legal  aspect  of  it 
of  which  I  am  unaware,  how  this  particular  language  would  adversely 
affect  the  operating  procedure  which  we  now  use  or  whicli  we  contem- 
plate for  this  4  or  5  months'  period  coming  up.  In  other  words,  we 
have  said  to  the  Senate  that  we  expect  to  use  the  existing  form  of 
machinery  provided,  and  we  have  said  that  that  machinery,  so  far  as 
we  know,  has  operated  with  satisfaction.  We  have  said  that  in  the 
addition  of  one  country,  France,  since  two  of  these  are  already  under 
this  man,  we  see  no  reason  why  it  should  not  operate  in  France  as  it 
now  does  under  this  man  in  Italy  and  in  Austria. 

Unless  there  is  something  in  the  language  with  which  I  am  not 
familiar  when  associated  with  the  presidential  powers  or  the  Secre- 
tary of  State's  powers,  I  feel  that  the  provision  for  the  use  of  this  man 
and  his  organization  would  be  satisfactory  to  the  Department. 

The  Chairman.  I  would  like  to  make  this  comment,  Senator  Bark- 
ley.  I  would  like  to  probe  your  point  of  view.  Under  the  previous  post- 
UNRRA  Relief  Act  we  very  definitely  and  specifically  reserved  to 
Congress  the  right  to  confirm  an  administrator  of  relief.  Under  the 
bill  as  submitted  there  would  be  no  such  control  in  respect  to  the 
administrator  in  Italy,  Austria,  and  France.  I  do  not  think  that  the 
committee  would  wish  to  leave  the  subject  wide  open  so  that  at  the 
President's  own  discretion,  he  could  set  up  an  independent  relief 
administration  without  any  consultation  with  Congress  and  with  a 
director  entirely  separate  who  would  be  under  no  responsibility  to 
Congress  whatever. 

The  net  effect  of  this  language,  as  I  understand  it,  is  this.  It  is  the 
first  time  I  have  seen  it.  I  do  not  want  to  have  it  prejudiced  by  any 
thought  that  it  is  of  my  authorship.  As  I  understand  it,  we  are  simply 
asserting  that  the  administrator  confirmed  by  the  Senate  to  admin- 
ister relief  under  the  other  bill  shall  be  the  administrator  under  this 
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bill,  namely,  whatever  administrator  has  been  confirmed  by  Congress 
and  appointed  by  the  President  for  this  purpose. 

Certainly  that  is  a  limitation  on  the  general  open-end  powers  which 
the  bill  as  originally  drawn  contemplated,  but  do  you  object  to  a 
limitation  which  brings  the  designation  of  this  administrator  back 
to  the  Senate? 

LIMITATIOiSr    OF    PRESIDENTIAL    APPOINTMENT    AUTHORITY 

Senator  Barkley.  Oh,  no ;  I  am  not  objecting  even  to  this  language 
but  I  want  to  find  out  what  it  means.  It  is  inconsistent  with  the  pre- 
vious language  in  that  section. 

The  Chairman.  It  is  inconsistent  with  unlimited  presidential  power. 
There  is  no  doubt  about  that. 

Senator  Barkley.  It  limits  the  President  to  appointment  of  this 
particular  person,  whoever  he  may  be.  It  may  not  be  a  serious  limita- 
tion, but  it  is  a  limitation  and  the  committee  might  want  to  consider 
whether  the  language  should  be  amended,  might  want  to  modify  that 
to  indicate  that  the  general  power  conferred  upon  the  President  is 
subject  to  the  subsequent  language  which  limits  it. 

Senator  Connally.  I  want  to  suggest,  as  I  did  briefly  a  while  ago, 
that  if  what  the  Secretary  says  is  true,  that  Mr.  Allen  is  all  right, 
the  President,  under  the  general  language  before  that,  can  do  that. 

The  Chairman.  But  he  does  not  have  to. 

Senator  Connally.  No,  he  does  not  have  to,  and  I  am  not  in  favor 
of  turning  him  down  on  these  things.  I  have  no  objection  to  the  con- 
firmation of  the  Senate,  if  you  want  to  make  all  these  relief  folks 
in  the  different  countries,  or  the  headmen,  subject  to  confirmation  by 
the  Senate.  That  is  fine.  OK.  But  I  do  not  think  that  we  ought  to, 
by  statute,  require  the  President  to  select  INIr.  Allen.  He  has  one  job 
I  do  not  think  this  language  is  in  harmony,  as  suggested  by  Senator 
to  force  him  to  administer  this  program  also.  He  might  find  that  not 
practical.  The  State  Department  might  find  it  was  not  practical. 
Under  the  general  language,  if  they  find  it  is  not  practical,  they  can 
appoint  somebody  else,  I  do  not  object  to  his  being  confirmed  by  the 
Senate.  In  fact,  I  have  always  liked  confirmation  by  the  Senate.  But 
now,  running  the  leftover  parts  of  UNRRA,  and  now  you  are  going 
Barkley,  There  is  no  doubt  of  the  inconsistency  in  the  two  clauses. 

Senator  Smith.  Senator,  I  thought  the  reason  for  going  ahead  with 
the  existing  post-UNRRA  organization  was  to  keep  the  continuity 
of  Allen's  setup. 

Senator  Connally.  He  will  have  two  organizations,  post-UNRRA, 
which  applies  to  a  great  number  of  countries,  and  then  this  program 
that  applies  to  only  some  of  them,  and  I  can  very  easily  see  that  for 
administrative  purposes,  it  might  not  be  desirable  to  do  that. 

Senator  Smith.  I  thought  the  State  Department  wanted  this 
continuity. 

Senator  Connally.  I  do  not  care  what  the  State  Department  wants. 
I  am  trying  to  find  out  what  I  want.  I  do  care  about  the  State  Depart- 
ment, of  course,  but  I  do  not  always  agree  with  their  theses. 

Senator  Smith.  I  thought  they  had  in  mind  not  to  break  the  con- 
tinuity for  the  short-range  period,  which  is  a  stopgap  period.  It 
seemed  to  me  it  was  a  reasonable  suggestion. 
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Senator  Lodge.  Is  it  not  true  that  the  bill  as  it  comes  from  the  State 
Department  states  the  first  step  that  the  President  may,  under  sec- 
tion 3,  enter  into  these  contracts,  and  then  the  third  step,  procure 
funds,  but  that  the  second  step  is  not  stated  in  the  bill,  that  of  placing 
definitely  the  supervision  on  the  administration,  and  we  have  to  do 
that  somehow,  otherwise  the  bill  is  not  complete? 

The  Chairman.  I  do  not  think  we  can  settle  any  of  these  problems 
in  this  particular  inquiry.  The  only  purpose  this  morning  is  to  get 
on  the  record  the  viewpoint  of  the  State  Department  respecting  these 
proposed  amendments  by  the  staff.  We  will  have  to  argue  them  out 
later.  So  we  have  the  State  Department's  comment,  and  I  think  we 
had  better  run  through  all  the  other  points  and  get  their  comments. 

Senator  Connally,  Pardon  me.  I  wanted  to  add  just  one  more  word. 

The  Chairman.  Oh,  sure;  go  ahead. 

Senator  Connally.  Another  thing  that  those  of  you  who  favor  this 
language  forget  is  that  it  takes  away  from  the  President  the  responsi- 
bility for  this  thing.  You  put  it  by  law  into  this  particular  man. 
Now,  if  you  want  the  President  to  be  responsible  for  this  program, 
you  had  better  leave  it  in  his  hands.  I  just  suggest  that.  I  think  there 
are  some  gentlemen  interested  in  that  question. 

continuation    of  ALLEN   AS   RELIEF   HEAD 

Senator  Hatch.  There  is  one  question  I  wanted  to  ask  with  regard 
to  tying  it  down  like  this,  Mr.  Secretary. 

You  expect,  of  course,  to  use  Mr.  Allen.  That  is  your  purpose. 
But  you  have  not  experimented  yet,  so  far  as  France  is  concerned. 
Suppose  a  situation  should  develop  there  that  you  would  be  required 
to  have  a  different  setup  in  France.  With  this  provision,  you  could 
not  meet  that  occasion,  if  it  should  arise. 

Secretary  Lomstt.  I  can  see  that,  Senator  Hatch.  I  think  that 
perhaps  there  is  a  mistaken  understanding  of  what  is  presently  going 
on.  Austria  and  Italy  are  already  under  Allen's  supervision  or  obser- 
vation, as  the  case  may  be,  so  that  what  we  are  doing,  really,  is  using 
this  existing  experienced  organization  and  adding  one  country,  France, 
to  it. 

Now,  we  have  checked  with  Allen,  and  I  am  informed  that  he  has 
said  tliat  he  can  take  this  over  easily  and  smoothly  with  his  existing 
organization:  and  in  the  case  of  France,  by  the  addition  of  men 
which  he  may  transfer,  in  view  of  their  experience,  we  will  say  in 
country  A,  up  to  France,  and  replace  the  ones  in  country  A  by  their 
juniors. 

WORDING   or   THE   BILL 

I  am  not,  as  you  have  seen,  expert  on  the  legal  aspects  of  this,  or 
the  authority  aspects.  What  I  have  tried  to  do  was  to  make  a  respon- 
sive answer  in  line  with  the  assurances  that  we  have  given  the  Senate 
committee  earlier,  to  the  general  effect  that  the  reason  we  suggest 
that  it  be  handled  by  Allen's  organization,  or  in  the  absence  of 
Mr.  Allen  by  some  replacement  who  is  selected  as  provided  in  the 
existing  Relief  Assistance  Act,  is  so  that  we  can  move  into  this  very 
promptly  and  with  an  established,  experienced  group. 
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The  suggestion  of  language,  as  I  say,  from  a  drafting  point  of 
view,  I  just  do  not  know  enough  about.  But  it  does  represent  in  the 
language  what  we  contemplate  doing,  Senator,  at  the  present  time. 
Whether  it  is  inconsistent,  or  whether  it  removes  or  adds  authority, 
I  am  not  competent  to  say. 

I  think  our  lawyers  would  have  to  take  a  look  at  it. 

The  Chairman.  You  can  very  easily  take  the  word  "responsibility" 
out.  All  you  are  trying  to  do  is  just  to  identify  the  fact  that  the 
administration  is  to  continue  and  extend  as  provided  originally  under 
the  act  of  May  31.  ^ 

Secretary  Lovett.  That  is  all,  sir. 

The  Chairman.  That  is  all  anybody  is  trying  to  do. 

Secretary  Lovett.  This  is  the  group  we  expect  to  use  and  ask  your ' 
permission  to  use. 

Senator  GeorCxE.  Why  would  it  not  be  adequate  and  sufficient  simply 
to  say  that  the  President  may  designate  in  the  field  the  Administrator 
of  the  U.S.  foreign  relief? 

Senator  Connally.  I  think  that  is  perfectly  all  right. 

Senator  George.  I  think  the  Pi-esident  would  do  it.  I  think  that  is 
the  sense  of  the  State  He])artment,  that  they  want  it  that  way.  We 
would  not  be  compelling  the  President  to  do  it.  Why  would  not  that 
be  sufficient? 

NO    NEW   administrative    AGENCY 

The  Chairman.  It  would  not  be  sufficient  from  my  point  of  view, 
because  I  would  not  think  that  we  should  authorize  the  creation  of 
a  new  independent  administrative  agency.  That  is  precisely  what  some 
of  the  House  viewpoint  involves.  In  the  first  place,  they  want  to  set 
up  the  j^ermanent  administrative  unit  under  the  long-range  plan 
immediately,  so  as  to  encompass  the  short-range  plan.  I  think  that  is 
entirely  infeasible.  I  do  not  think  there  should  be  a  new  instrumen- 
tality set  up,  most  certainly  without  the  specific  apjoroval  of  Congress 
and  the  confirmation  by  the  Senate  of  its  Director;  and  since  this  is 
a  3-month  afl'air,  which  the  Department  contemplates  administering 
under  the  existing  agency,  so  far  as  I  am  concerned,  I  just  want  to 
close  the  door  against  the  expansion  of  this  institution  into  any  sort 
of  a  new  and  independent  administration.  If  Mr.  Allen  is  not  com- 
petent, he  can  be  removed  at  any  time  under  the  language,  and  his 
successor  is  confirmed  by  the  Senate. 

I  just  want  to  frankly  write  into  the  law  i^recisely  what  the  expec- 
tation of  the  State  Department  is,  which  is  perfectly  satisfactory, 
apparently,  to  everybody. 

ALLEN    NOT  TO  BE   CONFIRMED  FOR   NEW  ADMINISTRATION 

Senator  Connally.  Mr.  Chairman,  may  I  say  that  I  agree  with 
Senator  George  thoroughly  on  his  sugofestion  there.  The  State  Depart- 
ment says  that  right  now  they  are  willing  for  IMr.  Allen  to  go  on  with 
this  work.  Well,  if  you  are,  all  you  have  to  do  imder  the  bill  is  to  let 
him  do  it.  But  you  are  stressing  here  that  you  are  not  sotting  up  a 
new  agency.  INIr.  Allen  was  not  confirmed  to  run  this  bill.  He  was 
confirmed  to  run  the  post-UNRRA  setup.  And  you  are  going  to  trans- 
fer to  him  responsibilities  and  duties  that  you  have  never  confirmed. 
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if  there  is  so  much  importance  about  confirmation,  you  did  not  con- 
firm him  to  administer  this  bill.  You  confirmed  him  to  run  post- 
UNRRA. 

FTTRTHER   DEBATE 

I  have  no  objection  to  the  confirmation  of  anybody  if  the  Senate 
wants  to  take  it  up,  of  anybody  that  is  appointed,  but  I  do  thinly  it 
is  unfortunate  to  undertake  to  take  out  of  the  hands  of  the  President 
the  responsibility  for  the  people  that  are  going  to  administer  tlm 
under  his  general  direction. 

Senator  George.  I  think  it  would  be  adequate  and  sufficient  if  we 
recognized  the  power  of  the  President  to  vest  this  authority  for  the 
field  administration  in  Europe  in  this  existing  agency  if  he  wislies  to* 

Senator  Barkley.  Tliere  is  another  thing  to  be  considered  here  in 
this  language.  It  affects  the  language  in  section  3,  which  provides  that 
the  President,  acting  through  such  departments  and  so  forth,  shall 
make  allocations  and  so  forth,  for  the  purposes  carried  out  in  section  3, 
and  whatever  language  is  used  in  section  9  over  here  would  have  to  lay 
itself  back  to  this  general  authority  conferred  on  the  President  by  the 
act  itself  in  section  3.  We  can  argue  that  out  later. 

The  Chairman.  That  is  what  I  have  been  trying  to  say.  I  think  this 
debate  is  a  matter  for  tlie  committee  to  consider,  and  I  do  not  tiiink  we 
ought  to  keep  Mr,  Lovett  here  during  our  discussion  of  all  the  details. 

Senator  Barkley.  I  merely  brought  it  up  to  get  his  comment  on  this 
language  while  he  is  here. 

The  Chairman.  I  again  suggest  that  these  suggestions  arc  not  my 
suggestions. 

Senator  Barkley.  If  they  were,  that  would  not  prejudice  me  against 
them.  The  Chair  indicated  awhile  ago  that  he  thought  maybe  someone 
would  be  prejudiced  against  them  if  he  offered  them.  I  want  to  acquit 
myself  or  the  committee  of  any  such  feeling. 

Senator  Connally.  I  do  not  object  to  your  getting  the  Secretary's 
views  on  these  other  matters,  but  I  do  not  think  the  discussion  here  has 
been  wholly  without  value  in  the  presence  of  Mr.  Lovett,  because  he  is 
representing  the  Department  on  this,  and  I  think  he  should  understand 
the  views  of  the  committee  and  of  the  members  of  the  committee. 

Senator  Wiley.  Do  you  think  he  needs  light  ? 

Senator  Connally.  No,  not  necessarilv. 

Senator  Hickenlooper.  Mr.  Chairman,  may  I  just  suggest  that  the 
language  referred  to  by  Senator  Barkley,  vesting  the  adminislratiA'^e 
responsibility,  other  than  requiring  under  this  language  that  tlie  Presi- 
dent designate  the  present  Administrator,  I  first  thought  that  might 
give  the  Administrator  authority  that  would  curtail  the  President's 
authority,  but  I  do  not  believe  it  will.  I  think  the  administration  is 
only  a  mechanical  carrying  out  of  the  provisions  the  President  might 
set  up. 

Senator  Barkley.  I  do  not  think  there  should  be  that  restriction. 

Senator  Smith.  There  is  nothing  in  here  that  prevents  the  President 
from  removing  the  Administrator.  It  simply  says  that  wlioe\'er  is 
appointed  under  the  terms  of  this  previous  act,  should  be  the 
administrator  of  this  act. 

Senator  Connally.  So  we  are  appointing  him  instead  of  the  Presi- 
dent. It  is  a  statutory  appointment  of  Mr.  Allen  to  run  .tlds  job. 
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Senator  Smith.  I  do  not  agree  with  that  at  all.  If  the  President 
should  fire  Mr.  Allen  tomorrow  and  appoint  somebody  else,  and  the 
Senate  confirmed  somebody  else,  that  fellow  would  be  the  man  to  run 
this. 

Senator  George.  Mr.  Chairman,  why  do  we  not  run  down  through  all 
the  other  suggestions  ? 

The  Chairman.  I  am  perfectly  willing  to  start  just  as  soon  as  this 
debate  stops. 

Senator  Connallt.  I  am  sorry  that  I  have  interfered  so  seriously 
with  the  proceedings  of  the  committee. 

The  Chairman.  No  interference.  Senator.  You  are  always  welcome. 

Senator  Connallt.  I  am  grateful  to  be  welcome  to  my  own 
committee. 

limitation  op  offshore  purchases 

The  Chairman.  Mr.  Secretary,  I  understand  the  bill,  as  you  have 
submitted  it,  carries  no  limitation  on  offshore  purchases.  Is  that 
correct  ? 

Secretary  Lovett.  That  is  right,  sir. 

The  Chairman.  The  existing  post-UNRRA  bill  limits  offshore  pur- 
chases to  6  percent. 

Secretary  Lovett.  That  is  correct,  sir. 

The  Chairman.  The  general  thinking  around  here  seems  to  be  that 
the  more  we  can  buy  abroad  the  better  under  this  program,  yet  there 
seems  to  be  some  question  of  whether  it  should  be  left  wide  open. 
The  suggestion  of  the  staff  is  the  addition  of  language  in  section  5, 
"It  is  further  provided  that  no  more  than  25  percent  of  the  amount 
herein  authorized  shall  be  used  for  the  procurement  of  supplies  outside 
of  the  United  States  and  its  territories  and  possession."  What  is  your 
comment  upon  that  ? 

Senator  Connallt.  Does  that  mean  total,  or  any  one  commodity'^ 

The  Chairman.  I  guess  that  is  total. 

Senator  Wilet.  The  total  appropriated.  The  present  6  percent,  I 
think  applies  to  the  total. 

Senator  Lodge.  If  the  recommendations  of  the  staff  are  against  a 
recommendation  of  a  member  of  the  committee,  should  he  withhold 
his  comments  until  later?  I  have  some  amendments  of  my  own,  and 
in  two  cases  the  staff  has  gone  against  whati  want  done. 

The  Chairman.  I  want  the  Secretary's  view  as  to  whether  he  thinks 
there  should  be  limitation,  and  what  the  present  effect  of  limitations 
will  be. 

Secretary  Lovett.  Mr.  Chairman,  in  general,  the  committee  staff 
and  the  State  Department  technicians  feel  that  if  the  committee 
thinks  it  is  necessary  and  desirable  to  put  in  a  limitation  along  the 
general  lines  of  that  in  the  post-UNRRA  bill,  the  offshore  purchases 
which  we  have  figured  out  in  the  table  would  be  covered  so  far  as  we 
can  foresee  by  the  25-percent  figure  in  the  overall  appropriated  fund. 

The  Chairman.  In  other  words,  you  think  the  insertion  of  the  25- 
percent  figure  would  not  impede  any  offshore  purchases  you 
contemplate  ? 

Secretary  Lovett.  That  is  the  best  estimate  we  can  make,  sir. 

The  Chairman.  On  the  other  hand,  I  take  it  you  would  prefer  no 
limitation  at  all? 
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Secretan-  Lo\tett.  "We  would  prefer  none,  but  we  can  live  under 
25  percent^  according  to  our  estimate  here,  and  do  the  job. 

The  Chairman.  What  would  you  say  to  having  any  requirement 
that  you  should  make  a  certain  amount  of  offshore  purchases? 

Senator  Lodge,  is  that  in  your  mind? 

Senator  Lodge.  No,  not  at  all. 

Senator  Coxnally.  How  about  50  percent  instead  of  25  ?  It  would 
suit  you  better,  would  it  not? 

The  Chairman.  How  about  75? 

Senator  Lodge,  if  you  want  to  ask  any  questions  about  this,  do  so. 

Senator  Lodge.  I  have  a  lot  of  questions  that  I  want  to  ask  som.etime 
about  a  lot  of  things. 

The  Chairman.  If  you  want  to  inquire  about  limitations,  let's  talk 
about  it  now. 

saar  coal  priced  in  dollars 

Senator  Lodge.  I  want  to  ask  some  questions  about  fuel.  I  have  to 
ask  a  few  questions  first  before  I  can  get  the  opinion  on  the  amend- 
ment I  have  in  mind. 

The  first  question  I  want  to  ask  is  one  I  have  asked  before,  but  I 
have  never  been  able  to  get  an  answer  that  I  could  really  understand. 
I  know  it  is  my  fault,  but  I  just  could  not  understand  it. 

That  is,  why  the  French  are  being  presently  required  to  pay  dollars 
for  coal  in  the  Saar.  The  Saar  is  not  an  integral  part  of  Germany, 
and  it  seems  to  me  it  would  so  ease  the  situation  if  they  could  get 
their  coal  there.  Twice  I  have  asked  the  question  and  they  have  always 
given  me  some  bookkeeping  answer  that  is  completely  Greek  to  me. 
Why  cannot  the  French  buy  coal  in  the  Saar  in  a  normal  way,  instead 
of  having  to  pay  dollars? 

Secretary  Lo^^tt.  I  think  you  mean  the  Ruhr. 

Senator  Lodge.  No.  the  Saar. 

Secretary  Lovett.  With  your  permission,  I  will  call  on  Mr.  White, 
from  the  Paris  Embassy,  who  may  be  able  to  clear  it  up.  The  explana- 
tion that  has  been  given  is  that  coal  in  Germany  is  largely  priced  in 
dollars  and  the  payment  is  a  bookkeeping  settlement  within  France's 
own  books. 

Senator  Lodge,  I  understand  it  is  a  bookkeeping  question.  Wliat  I 
say  is,  Why  not  change  this  bookkeeping  ?  Why  is  it  not  more  impor- 
tant to  facilitate  coal  coming  into  France  rather  than  keeping  the  books 
in  a  certain  way  ? 

Secretary  LiOvett.  As  I  understand  it,  the  Germany  economy,  being 
priced  on  dollars,  since  their  imports  must  be  procured  in  dollars, 
must  state  their  exports  in  dollars,  and  that  is  the  general  system 
which  is  in  operation.  That  covers  in  particular  Rulir  coal,  which  1 
think  is  now  priced  for  delivery  in  dollars. 

Senator  Lodge.  But  it  is  the  Saar  coal  that  I  am  talking  about. 

Mr.  Ivan  White  (First  Secretary,  United  States  Embassy  in 
Paris) .  That  is  not  included  in  any  of  these  estimates  for  France. 

Senator  Lodge.  I  am  not  saying  it  is.  But  obviously,  if  they  can  get 
coal  from  the  Saar  they  will  be  reduced  in  their  requirements  from  us 
by  that  much. 

Mr.  White.  No,  sir;  because  they  are  not  paying  dollars  for  Saar 
coal,  but  other  than  as  a  bookkeeping  transaction. 
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Senator  Lodge.  The  French  Foreign  Minister  told  me  they  were. 

Mr.  "White.  It  increases  the  dollar  receipts  of  the  Saar,  for  which 
they  are  responsible. 

Senator  Lodge.  The  French  Foreign  Minister  told  me  they  were  pay- 
ing dollars  for  coal  in  the  Saar  and  that  it  made  it  very  hard  for  them 
to  get  that  coal.  I  underetand  it  is  a  bookkeeping  transaction.  Let's 
change  it,  to  get  the  coal  in. 

Secretary  Lovett.  Perhaps  the  most  accurate  way  to  answer  that 
question  is  to  have  the  French  give  us  their  explanation  exactly  in  the 
form  of  the  question  you  ask,  because  in  this  interim  aid  we  are  not 
dealing  with  the  Saar  coal  or  Saar  dollars,  but  are  only  involved  with 
the  Ruhr,  and  if  it  meets  your  wishes,  sir,  I  will  ask  Mr.  White  to  give 
an  accurate  answer. 

Senator  Lodge.  I  am  sure  you  agree  with  me  that  coal  is  more  im- 
portant than  bookkeeping,  and  if  it  is  just  a  bookkeeping  matter,  they 
should  change  the  bookkeeping  and  do  it  another  way. 

Secretary  Lovett.  It  is  far  more  important,  but  the  French  are  in 
possession  of  the  Saar.  Tliey  take  their  coal.  Now,  what  they  pri:"e  it  in 
is  a  matter  of  concern  to  the  French.  In  other  words,  they  could  price 
it  in  French  francs  or  they  could  price  it  in  sterling,  or  they  could 
price  it  in  dollars.  I  am  informed,  in  answer  to  your  earlier  question, 
that  they  prefer  to  price  it  in  dollars  because  then  it  is  measurable 
against  the  common  practice  in  Germany  with  respect  to  Ruhr  coal 
which,  for  export,  is  similarly  priced  in  dollars. 

Senator  Lodge.  He  told  me  that  they  regretted  very  much  that  they 
had  to  pay  dollars  for  it.  He  did  not  say  that  they  elected  to  pay 
dollars  for  it. 

Secretary  Lovett.  Frankly,  sir;  I  do  not  understand  how  he  could 
arrive  at  that  conclusion,  because  the  Saar  is  in  French  possession. 

Senator  Lodge.  That  is  what  I  was  told. 

Secretary  Lovett.  If  the  Saar  is  in  French  possession,  of  course  they 
have  the  control  of  the  coal.  Why  this  French  Minister  should  be  con- 
cerned about  the  method  of  pricing  I  cannot  imagine,  any  more  than 
we  would  be,  for  example,  in  our  control  of  the  districts  in  which  we 
use  dollars.  We  will  try  to  get  the  answer  for  you. 

Senator  Lodge.  I  wish  you  would,  because  it  seems  to  me  that  any- 
thing tliat  facilitates  their  getting  coal  there  would  be  all  to  the  good. 

Senator  Barkley,  It  is  purely  an  internal  matter.  The  Saar  is  now 
part  of  France. 

Senator  Lodge.  That  is  why  it  is  so  incomprehensible  to  me. 

U.S.  petroleum  products  for  export 

Now  I  liave  another  question  to  ask  you :  How  much  petroleum 
products  is  it  planned  to  take  out  of  the  United  States  for  tliis  interim 
aid? 

Secretary  Lo^^cTT.  We  have  put  into  the  record,  Mr.  Lodge,  a  table 
which  breaks  that  down  in  very  considerable  detail.  I  can  give  you 
the  high  spots  right  now  in  terms  of  barrels,  which  you  asked  earlier. 
This  was  prepared  in  answer  to  your  earlier  question.  I  will  give  them 
to  you.  Shall  we  deal  with  one  particular  item  first,  such  as  crude,  or 
kerosene,  or  any  item  you  choose  ? 

Senator  Lodge.  How  many  items  are  there  ? 
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Secretary  Lovett.  Crude,  fuel  oil,  gasoline,  kerosene,  motor  gasoline, 
lubricants,  bitumen,  and  paraffin  wax. 

Senator  Lodge.  Wliat  are  the  big  categories  ? 

Secretary  Lovett.  The  big  categories  are  crude  and  lubricants.  They 
are  far  and  away  the  largest. 

Senator  Lodge.  Let's  get  that. 

Secretary  Lovett.  All  right,  sir.  I  will  start  back  at  the  4  months' 
imports  from  the  United  States  for  the  first  half  of  1947,  so  as  to 
giA'e  you  a  background. 

Senator  Lodge.  My  question  is :  What  is  it  planned  to  send  out  ? 

Secretary  Lovett.  All  right,  sir. 

Senator  Lodge.  Under  this  interim  aid  ? 

Secretary  Lovett.  From  December  31  to  March  31,  in  total,  700,000 
barrels  of  crude  and  595,000  barrels  of  lubricant. 

Senator  Lodge.  All  right. 

Secretary  Lovett.  The  total  requirement  from  other  dollar  areas — 
that  is — mainly  Western  Hemisphere  areas  in  those  two  items — includ- 
ing the  Middle  East  take,  as  against  the  700,000  barrels,  is  9,240,000 
barrels  procured  outside  of  the  United  States  in  crude  and  no 
lubricants. 

Senator  Lodge.  No  lubricants  procured  outside  of  the  United 
States  ? 

Secretary  Lovett.  No,  sir ;  not  in  this  period. 

Senator  Lodge.  We  supply  all  of  the  lubricants  ? 

Secretary  Lovett.  In  this  period ;  yes,  sir. 

EXPLANATION    OF   PETROLEUM    FIGURES 

Senator  Lodge.  Can  you  trace  for  the  record  exactly  how  we  have 
arrived  at  the  decision  regarding  the  amount  of  crude  and  the  amount 
of  lubricants  that  you  have  decided  should  be  made  available  from 
this  country,  the  exact  procedure  that  was  followed  and  the  reasoning 
that  was  followed,  and  how  you  arrived  at  that  decision  that  a  condi- 
tion there  is  more  serious  than  a  condition  here  ? 

Mr.  David  Longenecker  (Assistant  Chief,  Petroleum  Division, 
Department  of  State).  These  figures  were  developed  from  the  CEC 
reports,  those  of  the  16  European  countries  plus  the  bizones  in  Ger- 
many for  the  4-year  period.  They  put  in  their  requirements,  giving 
figures  for  1938,  1946,  and  1947:  their  consumption,  imports,  and 
production,  and  their  estimated  requirements  for  the  4-year  period, 
1948  through  1951. 

In  addition,  we  took  into  account  their  import  figures  for  the  first 
6  months  of  this  year,  figuring  that  from  a  practical  standpoint,  in 
view  of  the  shortage  of  oil  supplies  worldwide,  of  tanker  shortages, 
and  of  dollar  shortages  which  have  existed  during  that  time,  that 
they  would  be  unlikely  to  get  any  more  oil  during  this  period  than 
they  were  able  to  get  during  the  first  6  months.  We  developed  a  pro- 
grn  m  on  that  basis. 

^  Senator  Lodge.  Didn't  you  give  any  consideration  at  all  to  the  con- 
ditions here  in  the  United  States  ? 

Mr.  Longenecker.  We  did,  of  course,  and  the  Department  of  Com- 
merce is  now  administering  petroleum  export  allocations,  and  these 
represent  only  a  very  small  part  of  those  allocations  and  fit  within 
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those  allocations.  Certain  items  are  not  under  allocation.  Crude  oil 
is  not;  lubricating  oil  is  not,  because  the  supply  of  lubricating  oil  is 
not  considered  tight,  and  we  are  normally  the  world's  leading  supplier 
of  lubricating  oils. 

Incidentally,  I  might  mention  that  we  produced  about  63  percent 
of  the  total  world  supply  of  petroleum.  These  countries,  the  16  Euro- 
pean countries  plus  the  bizones  in  Germany,  produce  not  more  than 
1  percent,  so  that  we  are  normally  looked  to,  and  have  been  his- 
torically looked  to,  for  an  important  share  of  the  oil  requirements 
of  other  countries. 

American  countries,  in  addition  to  their  American  production 
which,  as  I  said,  accounts  for  about  63  percent  of  the  world  production, 
also  accounts  for  a  large  share  of  foreign  production. 

And,  as  I  said  also,  we  normally,  in  lubricating  oils  and  in  other 
quality  products,  take  care  of  a  substantial  percentage  of  world 
demands. 

Senator  Lodge.  But,  of  course,  the  oil  resources  in  the  Middle  East 
are  the  greatest  in  the  world,  fundamentally. 

Mr.  LoNGENECKER.  The  estimated  reserves  are,  but  you  still  have  to 
get  the  production  out  of  the  ground  before  you  can  consume  it. 

Senator  Lodge.  That  is  a  little  bit  off  the  subject,  but  don't  you 
think  we  should  get  repaid  in  that  oil  eventually  for  the  oil  we  put 
out  now  ? 

Mr.  Longenecker.  In  developing  the  4-year  program  we  are  plan- 
ning to  maximize  the  percent  of  the  oil  coming  from  the  Middle  East 
for  these  requirements,  but  at  the  moment  the  production  is  not  there. 

Senator  Lodge.  I  know  it  is  not  there,  but  it  will  be  there  some  day. 

Mr.  Longenecker.  That  is  right,  as  fast  as  we  can  produce  it. 

Senator  Lodge.  Let's  take  this  specific  case :  What  did  the  16  Euro- 
pean nations  ask  for  in  the  way  of  crude  oil  to  come  from  this  country  ? 
I  am  trying  to  get  your  procedure  on  it. 

Mr.  Longenecker.  They  did  not  ask  for  crude  oil  specifically  from 
this  country.  They  asked  for  crude  oil  from  dollar  areas  compared 
with  nondollar  areas. 

Senator  Lodge.  How  did  you  decide  on  this  figure  of  700,000  barrels 
of  crude  oil  from  the  United  States  ? 

FRENCH    AND    ITALIAN    CRUDE    CONTRACTS 

Mr.  Longenecker.  We  know  the  French  have  contracts  for  delivery 
this  year  with  American  producers  of  crude,  and  we  took  those  into 
account  in  the  figures.  I  have  an  idea  that  some  of  their  crude  con- 
tracts which  run  out  in  December,  which  are  on  a  calendar-year  basis, 
would  exceed  this  figure  if  they  continued  on.  If  they  continued  into 
the  first  3  months  of  1948  this  figure  would  be  exceeded. 

The  French,  like  all  other  countries  which  do  not  have  even  a 
moderate  part  of  their  petroleum  requirements  produced  locally,  must 
buy  wherever  tliey  can  get  it.  It  is  the  same  situation  in  wheat  and  in 
every  other  product.  They  shop  around  and  they  are  currently  getting 
it  from  the  United  States. 

Secretary  Lovett.  May  I  try  to  clarify  one  aspect  of  that,  Senator 
Lodge  ? 
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In  the  case  of  France,  the  U.S.  delivery  in  this  interim  period 
of  petroleum  products  is  valued  at  $4  million,  while  the  off-shore 
procurement,  outside  of  this  country,  is  valued  at  $18  million  or  over 
four  times  as  much  procured  outside  of  this  country. 

In  the  case  of  Italy,  the  petroleum  products  from  the  United 
States  are  valued  at  $5  million  and  the  petroleum  products  procured 
outside  of  the  United  States  are  valued  at  $8  million,  so  that  what 
we  have  tried  to  do  here  is,  having  taken  into  account  the  normal 
needs  of  the  country  and  reducing  them  to  the  minimum  for  this 
period,  in  order  to  merely  hold  the  line,  we  have  arrived  at  this  figure. 
An  example  of  that  is  in  the  4  months  earlier  of  this  year,  when  their 
crude  requirement  was  922,000  barrels,  which  we  cut  to  700,000  from 
the  United  States. 

Senator  Lodge.  Did  thev  ask  for  922,000  barrels  from  the  United 
States? 

Secretary  Lovett.  No,  sir;  those  were  their  actual  imports  in  the 
first  4  months  of  1947.  We  are  trying  to  measure  what  their  actual 
need  is. 

Senator  Lodge.  922,000  is  what  they  contracted  for  and  what  they 
were  going  to  pay  for  ? 

Secretary  Lovett.  922,000  is  the  figure  which  they  actually  im- 
ported from  the  United  States  in  the  first  4  months  of  1947. 

Senator  Lodge.  And  paid  for? 

Secretary  Lovett.  And  paid  for. 

Senator  Lodge.  But  this  will  be  given  to  them,  will  it  not?  This 
amount  in  this  bill  will  be  given  to  them  ? 

Secretary  Lovett.  Yes,  sir,  it  was  not  under  relief  in  France. 

Senator  Lodge.  It  will  be  now.  What  we  do  now  under  this  bill  will 
be  given  to  them. 

Secretary  Lovett.  The  French  and  Italians  paid  for  that.  How 
much  of  that  they  got  as  a  result  of  the  heavy  loans  made  through 
the  Export-Import  Bank  to  France,  which  were  made  in  1946.  I  am 
unable  to  say.  sir,  but  the  contract  obviously  must  have  been  put  in 
in  1946  to  enable  the  shipments  in  the  early  part  of  1947. 

shortage  in  the  united  states 

Senator  Lodge.  The  Under  Secretary  of  the  Interior  has  made  a 
statement  that  tliere  is  a  shortage.  Did  you  have  all  that  in  mind  when 
you  made  this  determination  ? 

Secretary  Lovett.  We  did.  Senator  Lodge,  and  these  items,  as  I 
pointed  out  earlier,  are  in  accordance  with  the  allocations  under  ex- 
port licenses  presently  in  effect  and  in  control  of  the  Department  of 
Commerce.  There  are  certain  items,  as  was  pointed  out,  that  are  not 
under  export  licenses,  but  where  those  export  licenses  are  applicable, 
the  amounts  which  we  use  are  either  the  approved  amounts  or  under 
the  approved  amounts. 

Senator  Lodge.  How  significant  a  figure  is  this  ?  How  much  is  this 
crude  of  our  total  consumption,  how  big  a  percentage  of  it  ? 

Secretary  Lovett.  It  is  a  tiny  percentage. 

Mr.  Longenegker.  May  I  answer  that  ? 

Senator  Lodge.  Yes. 
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Mr.  LoNGENECKER.  The  total  amount  which  we  think  these  coun- 
tries will  have  to  find  in  the  United  States  during  this  period,  the 
combined  amount,  is  about  one-third  of  our  daily  production  in  the 
United  States. 

Senator  Lodge.  One-third  of  1  day  ? 

Mr.  LoNGENECKER.  One-third  of  1  day. 

Senator  Barkley.  The  truth  is  that  if  France  and  Italy  were  on  their 
feet  and  were  able  to  carry  out  their  contracts,  the  drainage  on  our 
own  supply  would  be  greater  than  it  will  be  under  this  bill. 

Secretary  Lovett.  Oh,  yes,  definitely. 

Senator  Lodge.  Would  you  have  any  objection  to  inserting  an 
amendment  which  would  read  as  follows :  "The  procurement  of  petro- 
leum and  petroleum  products  shall,  to  the  maximum  extent  practicable, 
be  made  from  petroleum  sources  outside  of  the  United  States"  ? 

Secretary  Lovett.  That  is  all  right,  sir. 

MARGIN  OF  tolerance  FOR  SHORTAGE  ITEMS 

I  think,  to  be  fully  responsive  to  you,  Senator  Lodge,  either  mar- 
gin of  tolerance  given  us,  25  percent  or  more  or  the  unlimited  author- 
ity for  offshore  purchases,  is  in  there  largely  because  of  the  shortage 
items.  Senator. 

Senator  Lodge.  Yes,  because  this  says  "to  the  maximum  extent  prac- 
ticable" and  the  staff  amendment  has  a  25-percent  figure  applying  to 
everything. 

Secretary  Lovett.  That  will  be  entirely  satisfactory. 

Senator  Smith.  Does  that  cut  out  the  25-percent  figure  ? 

Senator  Lodge.  The  25-percent  figure  applies  to  fertilizers  and  a  lot 
of  other  things. 

The  Chairman.  It  is  overall. 

Senator  Smith.  This  would  not  leave  the  petroleum  under  the  25 
percent.  That  would  be  in  a  separate  class  by  itself. 

Senator  Lodge.  It  would  be  in  a  separate  class  by  itself.  It  is  very 
hard  to  apply  it  to  petroleum,  because  in  the  category  of  lubricants 
they  all  come  from  this  country  and  in  the  category  of  crude  oil  very 
little  comes  from  this  country. 

The  Chairman.  I  think  we  had  better  take  a  recess  until  2  o'clock, 
Mr.  Secretary.  If  you  can  come  back  again,  I  think  we  can  rather 
swiftly  run  through  the  other  amendments,  inasmuch  as  we  have  now 
discussed  the  major  ones. 

I  would  like  to  get  your  comment  on  the  record  in  respect  to  the 
other  amendments  which  the  staff  of  the  committee  has  proposed,  and 

1  understand  they  have  discussed  the  matter  with  your  staff  in  con- 
nection with  their  preparation.  If  we  can  have  the  benefit  of  your 
comments,  we  will  run  through  them  as  quickly  as  possible  after 

2  o'clock. 

(Whereupon,  at  12:30  p.m.,  a  recess  was  taken  until  2  p.m.  of  tlie 

same  day.) 

afternoon  session 

(The  committee  reconvened  at  2  p.m.,  upon  the  expiration  of  the 
recess. ) 

The  Chairman.  Let  the  committee  come  to  order. 
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The  thing  I  would  like  to  do  now  is  to  start  at  the  front  of  this  bill. 
Mr.  Secretary.  You  have  a  copy  of  the  amendments  proposed  by  the 
staff. 

Secretary  Lovett.  Yes,  sir. 

AMENDMENTS    COVER    CONTROVERSIAL    POINTS 

The  Chairman.  I  would  like  to  make  it  plain  for  the  record  that 
the  staff  prepared  these  amendments  at  my  request  to  cover  any  con- 
troversial points  that  were  raised  in  the  hearings.  There  is  no  pre- 
sumption that  the  Secretary  presented  anybody's  recommendation, 
either  the  staff's  or  mine.  It  is  simply  to  implement  the  points  raised 
in  the  hearings. 

We  will  run  through,  now,  in  the  order  of  the  amendments  pro- 
posed, to  see  what  the  comments  are. 

EMPHASIS    ON    RELIEF 

The  first  amendment  is  at  the  top  of  page  2  of  this  document.  Dr. 
Wilcox,  I  suggest  you  indicate  in  a  brief  word  the  difference  between 
the  two  paragraphs. 

Dr.  Wilcox.  The  essential  paragraph,  Senator,  is  simply  to  make 
clear  that  the  program  is  essentially  a  relief  program  and  tliat  the 
commodities  indicated,  food,  seeds,  pesticides,  fertilizers,^  and  so  on, 
will  be  the  ones  furnished,  except  that  whenever  the  President  deter- 
mines it  essential  to  prevent  economic  retrogression  in  any  of  the  re- 
cipient countries  then  addition  can  be  made  in  the  way  of  spare  parts 
and  raw  materials. 

The  old  language  that  was  in  the  draft  of  the  bill  which  you  have 
before  you  included  the  words  "such  other  commodities  as  are  neces- 
sary." That  might  be  interpreted  in  a  very  broad  way.  We  thought  it 
best  to  limit  the  language  so  as  to  make  clear  that  this  is  essentially  a 
relief  bilL 

The  Chairman.  Dr.  Wilcox  made  an  explanation,  from  his  point  of 
view,  that  it  narrows  the  definition  of  the  v/ords  "and  such  other 
commodities,"  Senator  George.  His  limitation  is  that  when  the  Presi- 
dent determines  it  essential  to  prevent  economic  retrogression  in  re- 
cipient countries,  spare  parts  and  raw  materials,  processed  and  un- 
processed, and  other  commodities  authorized  herein,  may  be  furnished. 

I  am  not  clear  that  you  have  not  enlarged  it. 

Senator  George.  It  looks  like  you  have.  It  looks  like  you  specified 
some  additional  things  already  included,  possibly. 

Dr.  Wilcox.  The  other  language.  Senator  George,  called  for  "such 
other  comm^odities  as  are  necessary  for  the  accomplishment  of  the 
purposes." 

Senator  George.  The  "commodities"  down  here  mean  the  same  gen- 
eral character  as  the  ones  you  have,  according  to  som.e  lines  of  inter- 
pretation. I  think  it  is  out  of  date,  however.  That  seems  all  right  to  me. 

Senator  Thomas  of  Utah.  They  have  added  the  pesticides,  the  things 
that  we  were  talking  about,  Mr.  Chairman.  I  feel  a  little  bit  guilty 
over  the  need  of  this  change  because  I  asked  the  question.  I  think  it 
improved  it. 

Senator  George.  It  seems  all  riarht. 
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Tlie  Chairman.  Have  you  any  comment,  ^Ir.  Secretary  ? 

Secretarj?-  Lovett.  No,  sir. 

Senator  Smith.  Mr.  Chairman,  I  understood  we  took  out  the  words 
"by  manufacture  or  otherwise"  this  morning  in  the  other  draft.  Is  that 
not  part  of  this  section  here  ? 

The  Chairman.  That  is  a  fair  question.  We  will  take  out  "by  manu- 
facture or  otherwise." 

other  amendments 

Now  we  will  go  to  the  bottom  of  page  2,  the  next  amendment,  which 
we  have  already  discussed  and  agreed  upon,  all  of  us. 
Senator  George.  What  is  that  ? 
The  Chairman.  That  is  the  one  which  says : 

This  Act,  however,  shall  not  imply  any  obligation  to  give  assistance  to  any  of 
the  countries  mentioned  nor  shall  it  imply  or  guarantee  the  availability  of  any 
specific  commodities. 

The  next  one  is  section  5.  We  have  already  discussed  that.  It  is  a 
question  for  the  committee  to  subsequently  decide  whether  it  wants  to 
leave  the  ofFshore  purchases  unlimited  or  to  put  in  a  percentage. 

Senator  Thomas  of  Utah.  Mr.  Chairman,  I  am  fully  convinced  that 
this  will  be  reversed  and  that  you  will  have  there  some  proposition 
that  you  must  buy  75  percent  in  the  United  States.  I  say  that  after 
experience,  long-time  experience  with  the  "buy  American"  clause  in 
so  many  of  our  military  acts.  I  think  it  ought  to  be  out. 

Senator  George.  I  would  like  to  see  it  out  entirely.  I  think  before 
we  can  send  it  to  the  Senate  and  House  something  ought  to  be  in  there. 
I  agree  with  Senator  Thomas. 

The  Chairman.  That  is  a  matter  for  debate  with  the  committee.  We 
have  the  Secretary's  comment. 

RE    AMENDMENT    CONDITIONS 

The  next  amendment  is  section  6.  Dr.  Wilcox,  what  is  the  purpose 
of  that  amendment  ? 

Dr.  Wilcox.  This  section  (a).  Senator,  or  paragraph  (a)  is  essen- 
tially the  language  that  was  contained  in  the  relief  bill  and  which  was 
omitted  from  the  original  State  Department  draft.  We  think  the  idea 
is  sound  and  it  might  well  be  included  in  the  present  bill. 

The  assumption  was  that  unless  there  was  some  serious  objection  to 
language  that  was  adopted  by  the  Congress  last  spring,  when  the 
relief  bill  was  passed,  that  that  language  ought  to  he  included,  that 
limitations  of  conditions  imposed  in  the  relief  bill  ought  to  carry  over 
into  this  bill,  unless  there  was  some  objection. 

The  Chairman.  The  only  change  you  have  made  is  to  add  that 
phrase  "and  provide  for  its  future  reconstruction."  Is  that  not  the  only 
change  ? 

Dr.  Wilcox.  Yes. 

The  Chairman.  What  is  your  comment,  Mr.  Secretary  ? 

Secretary  Lovett.  I  think  that  is  all  right. 

Senator  Lodge.  I  would  like  to  bring  up  somiething  at  that  point  in 
connection  with  the  statement  which  you  hear  made,  particularly  by 
some  people  in  Europe,  that  there  is  always  the  danger  that  our  money 
will  have  the  effect  of  discouraging  and  retarding  the  normal  factors 
which  led  to  recovery  in  those  countries. 
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For  example,  if  we  furnish  them  with  wheat  then  the  French  farmer 
is  not  going  to  make  an  effort  to  grow  more  wheat ;  he  is  going  to  go  on 
producing  more  meat  for  the  black  market,  which  you  have  all  heard. 
Of  course,  you  have  heard  English  people  say  many  times,  in  connec- 
tion with  the  long-range  Marshall  plan,  if  we  give  them  this  money 
they  are  not  going  to  make  the  decisions  they  are  going  to  have  to 
make.  That  is  not  the  issue  here  today.  But  as  far  as  wheat  is  con- 
cerned it  is  an  issue. 

I  wonder  what  your  comment  would  be  on  adding  on  to  the  section 
6(a)  the  words  "and  in  any  event  to  take  no  action  which  tends  to 
retard  whatever  factors  may  promote  the  recipient  country's  capacity 
to  sustain  itself." 

Senator  Smith.  You  mean  the  United  States  would  take  no  action  ? 

Senator  Lodge.  This  would  go  at  the  end  of  paragraph  6(a) . 

Senator  Smith.  I  do  not  know  who  you  mean  by  "take  no  action." 

Senator  Lodge.  That  is  in  the  sentence  here,  section  6,  "Before  any 
commodities  or  funds  are  made  available,"  and  so  forth,  "an  agree- 
ment shall  be  entered  into  between  such  country  and  the  United 
States  *  *  *  " 

"6(a)  To  make  efficient  use  of  any  commodities  made  available 
under  the  authority  of  this  act  and  to  take  insofar  as  possible  the  eco- 
nomic measures  necessary  to  increase  its  ability  to  achieve  a  self- 
sustaining  economy" — and  then  the  new  point:  "and  in  any  event 
to  take  no  action  which  tends  to  retard  whatever  factors  may  promote 
the  recipient  countries'  capacities  to  sustain  itself." 

Senator  Smith.  Would  it  not  be  the  individual  fellow  who  would 
lay  down  on  the  job  and  go  into  the  black  market?  The  country  prob- 
ably would  not  take  any  action. 

Secretary  Lovett.  I  think,  Senator,  your  thought  is  in  a  subsequent 
section  6,  the  new  (f )  covers  that  point  rather  well. 

Senator  Lodge.  The  new  (f)  ? 

Secretary  Lovett.  Yes,  sir. 

Senator  White.  Mr.  Chairman,  I  do  not  know  as  I  object  at  all  to 
that  additional  language  "provide  for  its  future  reconstruction"  but 
I  think  we  ought  to  have  in  mind  that  that  may  open  up  substantially 
the  field  of  operations  and  may  draw  lightning  from  Members  of 
the  House  and  Senate.  It  seems  to  me  it  is  quite  a  substantial  enlarge- 
ment of  previous  authority. 

Senator  Lodge.  The  Secretary  points  out  that  this  thought  of  mine 
is  contained  in  the  new  (f ) .  I  had  not  read  that,  yet. 

The  Chairman.  Suppose  we  run  on  through  what  has  been 
proposed. 

Now  we  get  to  the  top  of  page  4. 

Senator  Smith.  Did  we  approve  (a)  ? 

The  Chairman.  No.  We  are  approving  nothing.  We  are  just  getting 
the  Department's  reaction  to  the  proposed  amendments.  We  will  start 
approving  tomorrow  morning,  I  hope. 

disposal  of  unencumbered  balances 

At  the  top  of  page  4  the  suggestion  strikes  out  (b)  and  writes  a 
new  (b). 
Dr.  Wilcox? 
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Dr.  Wilcox.  This  was  the  language  which  was  contained  in  the 
relief  bill,  Senator.  The  main  difference  is  that  the  disposal  of  the 
unencumbered  balance  in  the  local  currency  funds  will  be  pursuant 
to  act  or  joint  resolution  of  Congress. 

We  felt  it  was  a  little  bit,  shall  I  say,  dangerous,  to  cut  out  that  part 
of  the  old  bill.  So  we  thought  it  better  to  go  badv  and  substitute  the 
language  of  the  bill  for  the  proposal  in  the  original. 

The  State  Department  draft  provides  that  this  money  held  shall 
be  disposed  of  in  such  way  as  may  be  agreed  upon  between  such 
country  and  the  Government  of  the  United  States.  The  language  in 
the  interim  relief  bill  provides  that  a  joint  enactment  of  Congress 
should  be  instrumental  in  the  disposal  of  such  funds. 

The  Chairman.  The  existing  congressional  act  applies  only  to  the 
balance  remaining  on  June  30.  The  language  in  the  State  Department 
draft  refers  to  the  current  expenditure  of  funds.  Maybe  there  is  not 
any  balance.  Do  you  follow  me  ? 

The  language  you  have  added  only  becomes  effective  when  there  is 
a  balance. 

Dr.  Wilcox.  That  is  riglit. 

The  CiiAiBMAN.  What  happens  in  between,  before  you  get  a  bal- 
ance? Who  spends  the  money  in  between?  That  does  not  cover  the 
expenditure  of  the  money  from  time  to  time  currently. 

Senator  Smith.  That  is  covered  by  (b)  in  the  Wilcox  amendm.ent. 

The  Chairman.  OK.  "Such  account  will  be  used  within  such  coun- 
try, as  a  revolving  fund,  until  June  30,  1948.  only  for  such  purposes 
as  may  be  agreed  to  between  such  country  and  the  Government  of  the 
United  States"  and  so  forth. 

So  the  only  thing  that  is  added,  except  that  the  language  is  ampli- 
fied to  use  the  same  language  used  in  tlie  relief  act,  the  only  real 
addition  is  in  respect  to  what  happens  to  the  balance. 

Senator  GeorcxE.  I  like  the  original  better,  Mr.  Chairman. 

The  Chairman.  lYhich  do  you  mean  by  the  original  ? 

Senator  George.  The  one  that  is  stricken  out  here,  (b),  stricken  out. 
The  substitute  (b)  I  do  not  like  because  it  goes  on  here  to  say  tliat 
"for  relief  and  work  relief  purposes,  including  local  currency  expenses 
of  tlie  United  States  incident  to  the  furnishing  of  assistance,"  and  so 
forth.  And  then  deals  with  any  unencumbered  account. 

It  seems  to  me  that  the  first  draft  is  better.  It  simplv  provides  that 
this  currency  is  to  be  held,  or  to  hold  or  to  use  such  special  account 
"only  for  such  purposes  as  may  be  agreed  to  between  such  countrv 
and  the  Government  of  the  United  States." 

If  you  wanted  to  add  there  "pursuant  to  any  joint  resolution  of 
Congress"  it  would  be  all  right.  This  contemplates  an  agreement  will 
be  made  with  the  country,  recipient  country,  and  this  agreement  will 
proviae  that  if  they  are  going  to  sell  some  of  these  supplies  that  they 
will  have  to  take  the  currency  and  hold  it. 

The  Chairman.  Do  you  have  any  comment,  Mr.  Secretary  ? 

Secretary  Lovett.  Yes,  sir;  we  have  some  doubts  as  to  the  require- 


witJi  respect  to  these  funds  to  transfer  them  over  to  whatever  subse- 
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qnent  unity  may  be  set  up  to  handle  the  long-term  relief  imder  the 
far  more  precise  definitions  contemplated  for  that. 
The  Chairman.  All  right. 

PUBLICITY  OF  PROGRAM 

The  next  amendment  is  at  the  bottom  of  page  4,  for  which  a  substi- 
tute is  provided. 

Dr.  Wilcox,  what  is  the  difference? 

Dr.  Wilcox.  Paragraph  (c),  "to  give  full  and  continuous  publicity 
within  such  country,  so  as  to  inform  the  ultimate  consumers  thereof, 
as  to  the  purpose,  source,  character,  and  amounts  of  commodities  made 
available  by  the  United  States  under  this  act;". 

The  committee  discussed  at  some  length  during  the  debate  on  the 
relief  bill  this  notion  of  informing  the  ultimate  consumer.  We  thought 
it  best  to  take  the  language  of  the  relief  bill  and  reinsert  it  in  the  State 
Department  draft. 

The  Chairman.  What  is  your  comment  there? 

Secretary  Lovett.  I  think  that  is  an  improvement. 

Senator  Lodge.  May  I  ask  a  question  ? 

The  Chairman.  Yes. 

Senator  Lodge.  How  do  you  expect  to  have  access  to  the  radio 
transmitters? 

Secretary  Lovett.  May  I  interrupt  just  a  moment,  sir;  in  answering 
that  question  ?  I  think  there  is  one  word  in  there  that  perhaps  is  not 
nt'cessary.  Those  words  "consumers  thereof,"  we  could  just  say  "con- 
sumers." It  would  be  pretty  hard  to  relate  the  consumer  directly  to  one 
of  these  products  that  goes  through  several  processes  of  manufacture. 

The  Chairman.  We  will  take  that  into  account. 

Secretary  Lo\^tt.  Senator  Lodge,  in  discussions  before  the  commit- 
tee it  was  pointed  out  that  there  was  a  very  powerful  agency  located 
in  the  countries  involved  here  in  the  form  of  the  government-owned 
radio  stations.  We  would  expect,  in  connection  with  our  bilateral 
agreements  in  either  such  agreement  or  as  a  collateral  arrangement 
thereto  to  have  the  recipient  government  undertake  to  make  the  in- 
formation available  in  such  form  as  we  could  appropriately  develop. 

That  has  been  done  with  considerable  effect  in  Austria  and  in  Italy 
fairly  well.  In  France,  as  far  as  I  know,  hardly  at  all.  We  v^ould 
expect,  in  other  words,  to  insist  on  this  with  far  more  firmness  if  we 
can  get  it  in  as  a  language  in  conditional  form  as  it  is  here. 

Senator  Lodge.  That  would  include  the  newspapers,  too? 

Secretary  Lovett.  The  newspapers  are  not  technically  government- 
ally  owned.  What  we  should  have  to  do,  I  would  think,  would  be  to 
reserve  the  right,  perhaps  as  would  be  very  difficult  to  do  in  this  short- 
term  bill,  but  we  have  in  contemplation  in  the  long-term  bilateral  ar- 
rangements requiring  if  necessary,  the  use  of  certain  local  funds  for 
the  purpose  of  newspaper  advertising. 

Senator  Lodge.  France  has  a  public  body  controlling  the  alloca- 
tion of  newsprint. 

Secretary  Lovett.  Yes,  sir. 

Senator  Lodge.  You  know  the  inferences  there. 

Secretary  Lovett.  Yes,  sir. 


202 

Senator  Lodge.  And  so  far  as  the  government  actually  owning  the 
newspapers,  it  has  an  enormous  influence  on  it. 

Secretary  Lovett.  There  is  no  question  about  it. 

Senator  Lodge.  You  are  going  to  do  what  you  can. 

Secretary  Lovett.  We  are  going  to  do  what  we  can. 

Senator  Wiley.  You  would  expect  to  get  that  service  over  the 
government  radio  stations  free,  would  you  ? 

Secretary  Lovett.  Yes,  sir. 

prices  of  relief  goods 

The  Chairihan.  The  next  few  paragraphs  are  some  additions. 
Paragraph  (e),  on  page  5,  "to  make  available  to  its  people  at  reason- 
able prices,  consistent  with  economic  conditions  in  the  recipient  coun- 
try, the  commodities  that  it  receives  under  the  terms  of  this  act;". 

What  does  that  stem  from.  Dr.  Wilcox  ? 

Dr.  Wilcox.  Senator  Bridges  made  a  statement,  perhaps  the  other 
day,  pointing  out  that  he  found  many  cases  of  goods  being  sold  at 
exorbitant  prices  in  foreign  countries,  and  that  the  reputation  of  the 
United  States  was  suffering  as  a  result  of  that  fact.  The  committee 
staff  felt  that  it  might  be  desirable  to  include  something  in  the  bill,  at 
least  a  general  principle,  pointing  out  that  the  country'  receiving  the 
goods  ought  to  sell  it  at  "reasonable  prices"  whatever  that  is. 

The  term  "consistent  with  economic  conditions  in  the  recipient  coun- 
try" is  simply  indicative  of  the  fact  that  reasonable  prices  will  vary 
depending  on  the  price  level  of  the  particular  country. 

The  Chairman.  This  is  just  an  admonition  mostly. 

Dr.  Wilcox.  Yes. 

The  Chairman.  What  have  you  to  say  about  that,  Mr.  Secretary? 

Secretary  Lovett.  We  think  that  is  desirable.  It  will  probably  be 
helpful,  too. 

Senator  Connally.  May  I  ask  the  Secretary  one  very  brief  question  ? 

The  Chairman.  Yes. 

Senator  Connally.  This  man,  administering  UNRRA,  how  does  he 
administer  it  ?  Does  he  allocate  it  to  the  governments,  and  they  feed  it 
out  to  the  people,  or  does  he  undertake  to  distribute  it  himself  ? 

Secretary  IjOvktt.  It  depends  on  the  type  of  commodity,  Senator 
Connally.  In  certain  of  the  commodities — let  us  take  the  grains,  for 
example — the  grain  does  not  go  into  the  hands  of  the  ultimate 
consumer. 

Senator  Connally.  It  goes  to  the  miller  ? 

Secretary  Lovett.  It  goes  to  either  the  miller  or  the  banker,  depend- 
ing on  its  form.  He  obtains,  through  his  organization,  a  check  on  the 
counterpart  of  the  end  product  of  that  operation.  And  then  he  has  his 
supervisors. 

Senator  Connally.  You  mean,  that  is  to  see  that  it  gets  to  the 
consumer  ? 

Secretary  Lovett.  Yes.  To  see  that  it  is  not,  for  example,  diverted 
from  a  mill,  we  will  say,  in  Naples,  to  a  purpose  that  is  not  in  contem- 
plation in  the  act.  It  is  not  shipped  out,  for  example 

The  Chairman.  Or  from  bread  to  beer. 

Secretary  Lovett.  Yes. 
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Senator  Connally.  All  of  these  consumers  are  able  to  pay  for  these 
products. 

Secretary  Lovett.  They  do  pay  for  the  product. 

Senator  Connally.  And  then  it  goes  into  this  fund  ? 

Secretary  Lovett.  Yes,  sir. 

Senator  Connally.  Generally  speaking,  they  do  not  undertake  to 
make  individual  distribution. 

Secretary  Lovett.  No. 

Senator  Connally.  But  they  are  supposed  to  sort  of  keep  abreast  of 
what  the  Government  does  along  those  lines. 

Secretary  Lovett.  That  is  right.  And  to  inspect.  The  language  of 
the  Kelief  Assistance  Act — this  is  not  the  UNERA,  but  the  Relief 
Assistance  Act  passed  this  year — requires  supervision  to  the  point  of, 
I  think  it  is  ultimate  distribution.  What  is  that  language  ?  We  super- 
vise up  to  what  ? 

Mr.  DoRT.  We  have  the  right,  under  the  Relief  Act,  to  distribute  to 
the  ultimate  consumer.  But  we  are  not  in  fact  doing  that.  We  do  par- 
ticipate in  the  ration  system  arrangements  under  which  supplies  are 
allocated. 

For  examj)le,  in  the  case  of  Italy,  one  of  our  members  sits  in  on  the 
Coal  Allocation  Committee  that  allocates  coal  monthly  to  the  various 
uses  in  Italy. 

The  Chairman.  Is  that  all  ? 

Senator  Connally.  Yes. 

RELIEF  AND  LOCAL  SUPPLIES 

The  Chairman.  The  next  new  paragraph  is  (f )  : 

To  make  all  possible  efforts  to  secure  the  maximum  production  and  distribu- 
;ion  of  locally  produced  suijplies,  and  not  to  permit  any  measures  to  be  taken 
involving  sale  or  disti"ibution  of  any  articles  of  the  character  covered  in  this  Act 
tvhich  would  reduce  the  locally  produced  supply  of  such  articles  or  the  utilization 
)f  foreign  sources  of  supply  other  than  the  United  States  ;. 

"Wliat  is  your  purpose  there.  Dr.  Wilcox  ? 

Dr.  Wilcox.  This  language,  Senator,  is  included,  as  I  understand  it, 
in  the  special  agreements  which  are  concluded  between  the  United 
States  and  recipient  Governments  under  the  relief  program.  The  ob- 
jective seemed  desirable  to  us;  and  inasmuch  as  it  is  one  of  the  condi- 
tions which  the  State  Department  imposes,  it  seemed  to  us  that  it 
might  be  desirable  to  put  it  in  the  bill  as  indicative  of  one  of  the  types 
di  conditions. 

The  Chairman.  What  do  you  say  about  that,  Mr.  Secretary  ? 

Secretary  Lovett.  We  think  that  is  a  good  idea,  sir.  It  is  in  the 
bilateral  present  arrangements.  I  think  it  strengthens  our  hands  a 
little  bit  in  the  negotiation  for  us  to  say  that  this  is  a  fund  of  the 
Congress,  and  I  therefore  would  be  very  glad  to  have  it. 

Senator  Lodge.  May  I  ask  a  question,  whether  at  the  end  of  the  word 
'supplies"  you  should  not  say  "of  the  type  furnished  under  this  act," 
Decause  you  do  not  want  farmers  to  go  on  producing  beef.  You  want 
farmers  to  produce  wheat,  do  you  not  ? 

Does  this  do  what  you  want  it  to  do;  the  way  it  is  written  now: 
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"To  make  all  possible  efforts  to  secure  the  maximum  production  and 
distribution  of  locally  produced  supplies  of  the  type  to  be  furnished 
under  this  act"  ? 

Secretary  Lo^T.TT.  I  believe  this  lauiruage  would  be  a  little  bit  safer 
because  they  mi<2:ht  then  attempt  to  use  a  compensatinjr  tyi)e  of  food- 
stuff, for  example,  ■vvhereas  we  could  say  here  that  "that  is  the  equiva- 
lent of  what  we  are  <i:ivinii:  you.  and  we  think  it  is  improi)ei'  for  you  to 
feed  animals  or  send  it  out  to  the  black  nmrket''  or  something  of  that 
sort. 

I  believe  lancuatre  could  be  worked  out.  Senator,  which  would  cover 
this  particular  thine.  I'^^it  I  believe  we  would  have  to  use  more  or  less 
what  you  used  in  the  opening  paragraj)hs  here  to  define  it  accurately. 

Senator  Lodge.  As  it  stands,  it  does  not  quite  meet  the  point  we  were 
discussing  of  an  improper  use  of  the  land  in  a  country  like  France, 
for  instance,  where  it  is  more  piofitablc  to  ]u-oduce  beef  than  it  is  to 
produce  wheat.  It  does  not  meet  that  condition. 

Sef^retary  Lovr/rr.  I  would  think  it  did,  Senator.  But  I  am  not 
enough  of  a  legislative  expert  to  bo  sure. 

I  would  say  that  with  this  language  in  there,  this  would  give  us  the 
necessary  backing  to  insist  that  if  they  were  producing  grain  which  is 
the  (■ount('rj)art  of  wliat  we  are  sending  in,  and  then  taking  the  grain 
they  produce  and  feeding  in  excess  to  cattle,  that  we  could  say  that  that 
was  not  making  all  possible  efforts  to  secure  the  maximum  production 
and  distribution  of  locally  produced  supplies. 

.Senator  I^odge.  Would  you  da  that  ? 

Secretary  Lovett.  Yes,  sir. 

Senator  Lodge.  Woidd  that  be  your  administrative  policy? 

Secretary  Lovett.  Yes,  sir. 

Senator  Twodge.  Thank  you. 

Secretary  Lovett.  We  can  perfectly  well  expand  that  language  by 
adopting  the  list  given  over  here  on  page  2. 

Senator  Lodge.  "Locally  produced  supply''  mitrht  mean  beef,  unless 
vou  said  "locallv  produced  supplies  of  the  tvpe  furnished  under  this 
act." 

Do  you  see  what  I  mean?  Do  you  get  the  point  I  am  driving  at? 

Secretary  Lovett.  I  get  the  point,  yes.  I  just  think  that  you  have 
to  read  that  fii^st  plirase  set  off  by  a  comma,  with  the  succeeding  one, 
which  .>^ays  "and  not  to  permit  any  measures  to  be  taken  involving 
sale  or  distribution  of  any  articles  of  the  character  covered  in  this 
act." 

Senator  H.xtcii.  T  think  you  might  insert  the  word  "use"  there, 
"sale  or  use,"  to  fully  cover  this  question  of  feed. 

Senator  IvOdge.  Yes. 

Senator  Barkley.  The  distribution  would  be  to  those  who  use  it. 

Secretary  Lo\t.tt.  That  would  probably  do  it.  That  would  meet 
your  point  precisely. 

The  Chairman.  Suppose  we  put  that  in  parentheses  for  considera- 
tion tomorrow,  when  we  get  around  to  it.  In  general,  as  I  understand 
it.  the  Secretary  approves  the  idea. 

Secretary  Ix)\-eit.  Yes.  sir.  It  would  be  helpful,  I  think. 

The  Chairman.  All  right. 
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OBSKKVATIOX    OF    DISTRIBUTIOX 

Now  we  go  to  (g)  : 

Not  to  export  or  permit  removal  from  such  country,  while  need  therefor  con- 
tinues, of  c(jmiiioclitie.s  made  available  to  such  counti-y  under  this  act  or  similar 
commodities  produced  locally  or  imported  from  outside  sources  ;. 

Dr.  "Wilcox,  what  is  5'our  comment  on  that? 

Dr.  Wilcox.  The  committee  di.scussed  this  reexport  problem  at  some 
length  when  we  talked  about  the  relief  bill  last  June.  This  is  the 
laiif^uage  which  is  to  be  found  in  the  relief  bill  adapted  to  this  format 
here.  We  had  to  change  the  word  form,  but  otherwise  it  is  essentially 
tlie  same  language. 

J^enator  Wfiite.  Mr.  Chairman,  a  hurried  reading  of  that  suggests 
to  my  mind  the  question  that  it  is  so  framed  that  it  would  permit  us 
to  move  from  a  country  where  there  was  a  need,  to  another  country 
where  we  thought  the  need  was  greater,  any  of  the  commodities  sent 
into  this  first  country.  I  take  it  this  is  aimed  primarily  at  the  intended 
beneficiaries  of  our  aid,  and  that  we  are  not  permitting  them  or  people 
with  any  given  country  to  move  the  stuff  out.  I  take  it,  it  is  not  in- 
tended to  be  a  proliibition  upon  us  to  send  it  to  some  other  place  where 
the  need  nuiy  be  gi-eati-r. 

Senator  Oonnally.  This  is  an  oliligation  of  the  recipient  country 
which  promises  not  to  do  this.  It  does  not  put  any  burcien  on  us. 

The  CiiAiRM.vN.  These  all  hang  on  tlie  opening  sentence,  which  are 
reijuiitnnents  in  the  agreement  with  the  recipient  country. 
Mr.  SeiMvtary,  what  have  you  to  say  ? 

Sonator  (TKOur.r.  We  will  bo  so  tight  that  we  will  be  open  to  all  sorts 
of  charges  that  we  are  controlling  their  economy  and  everything. 

Secretary  Lr>vr;iT.  Most  of  the  items  we  are  speaking  of  are  already 
em!)ra''ed  in  tlie  i)ilatoral  agreements,  so  tiiat  it  has  not  in  this  instance 
occurred  to  me,  as  it  has  to  Senator  White,  that  it  would  be  applicable 
to  us,  because  we  are,  so  to  spoak,  contracting  with  the  recipient  and 
n<it  <lenvinix  ourselves. 

The  ( 'HAin:\rAN'.  I  take  if  you  have  no  objcf'tion  to  this. 
Secretary  I^ivett.  No,  sir. 

Senator  Georoe.  Look  at  this  language:  "Not  to  export  or  permit 
removal  from  such  country,  wliile  need  therefor  contiinies,  of  com- 
modities made  available  to  such  coimtry  under  this  act'' — that  is  all 
rio-lit — "or  similar  commodities  produced  locally  or  reimported  from 
oiitside  sources;'".  That  is  a  very  restrictive  requirement.  It  seems  to 
me  it  is  unnecessarily  so. 

Senator  Con NAi-LY.  It  is  so  plain. 
Sentitor  Gkoiujk.  I  do  not  know  that  it  is  plain. 
The  Chairman-.  You  snv  this  is  in  the  existing  contracts? 
Secretary  LovE'n\  Some  of  this  is  in  the  existing  contract,  in  the 
bilaterals. 

What  we  are  aiminii  at.  Senator  (ieorge.  in  the  language,  is  to  take 
the  .ase  which  is  not  in  this  particular  bill,  but  if  we  were  shipping  in, 
f.u-  example,  one  f<^rm  of  crop,  timbers,  and  thoy  were  exporting  wood 
produet?  of  the  .same  charactei-istics.  it  would  be  unreasonable  from 
o\ir  point  of  view  to  let  them  go  on  and  receive  from  us  a  commod'.ty 
which  was  closelv  analogous  to  one  that  they  were  losing  elsewhere. 
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Senator  Geokge.  I  should  think,  Mr.  Secretary,  that  then  the  open 
way  would  be  simply  to  cut  off  that  water.  This  thing  is  tying  them 
up  so  completely  they  will  always  be  dependent  more  or  less  on  us, 
or  likely  to  be. 

Secretary  Lovett.  You  mean  the  similar  commodities  ? 

Senator  George.  Yes.  The  similar  commodities,  and  some  that  they 
do  not  even  grow,  but  go  out  and  import.  Yet  they  cannot  trade  any 
of  them.  I  do  not  believe  that  it  is  a  very  wise  policy  to  tie  them  up 
where  they  just  never  will  be  able  to  breathe. 

Senator  Thomas  of  Utah.  Would  it  not  be  better  to  put  a  semicolon 
after  "act"  and  let  it  go  at  that  ? 

Senator  George.  I  think  so. 

Secretary  Lovett.  That  would  suit  us  better.  If  there  is  any  ques- 
tion about  that  word  "semi,"  I  must  confess  "identical"  would  be  more 
accurate. 

Senator  George.  That  would  be  more  accurate.  But  I  do  think  you 
have  the  broad  general  power  to  cut  off  the  supply  at  any  time. 

Secretary  Lovett.  Yes,  we  have. 

Senator  George.  When  you  see  they  are  not  doing  right. 

The  Chairman.  We  have  the  Secretary's  comment  on  that. 

observation  or  distribution 

The  next  paragraph  is  (h)  : 

To  permit  representatives  of  tlie  Government  of  the  United  States  to  observe 
and  report  on  the  distribution  among  the  people  of  such  country  with  respect  to 
the  commodities  transferred  or  otherwise  made  available  pursuant  to  this  act ;. 

Dr.  Wilcox.  This  is  the  same  language  that  you  find  in  the  relief 
bill,  with  the  exception  that  the  words  "supervise  the  distribution," 
those  words  have  been  changed  to  "observe  and  report  on  the 
distribution." 

It  seemed  to  us  that  the  word  "supervise"  was  a  little  bit  strong, 
particularly  inasmuch  as  I  am  told  by  the  Department  of  State  that 
actually  our  people  do  not  supervise  the  distribution.  All  they  do 
is  to  go  around  in  jeeps  or  cars,  and  observe  the  distribution,  and 'then 
report  upon  what  is  happening. 

Actually,  the  word  "supervise"  is  too  strong  in  view  of  what  hap- 
pens in  the  field;  and  particularly  as  it  might^be  objectionable  to  the 
French  Government,  it  was  felt  that  the  words  "observe  and  report" 
would  be  preferable. 

The  Chairman.  What  have  you  to  say  about  that,  Mr.  Secretarv  ? 

Secretary  Lovett.  Mr.  Chairman,  we  are  conscious  of  the  fact  that 
the  distribution  system  in  a  country  with  as  wide  an  area  as  France 
IS  broken  down  into  a  very  large  number  of  very  small  communities 
While  we  can  observe,  it  is  extremely  difficult  to  take  an  en^^at^ement 
to  you  to  supervise.  We  want  to  be  clear  on  that.  ^  ^ 

There  is  another  aspect  which  is,  I  think,  a  corollary  of  this,  that 
after  you  have  reached  the  conclusion  on  this,  I  would  like  to  brin^ 
up  in  connection  with  Austria,  because  we  have  a  special  problem 

The  Chairman.  What  is  your  observation  on  the  language  as 
written  f  o     & 
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Secretary  Lovett.  This  is,  I  think,  desirable. 

Senator  Lodge.  May  I  ask  a  question  at  that  point  ? 

The  Chairman.  Senator  Lodo;e. 

Senator  Lodge.  What  trouble  have  you  found  in  a  country  like 
France  in  supervising  the  distribution  of  commodities? 

Secretary  Lovett.  We  have  no  system  in  France  at  the  present  time 
at  all.  Senator  Lods^e.  That  is  not  in  the  Relief  Assistance  Act. 

Senator  Lodge.  France  is  divided  into  zones  and  departments,  and  a 
prefect  at  the  head  of  each  department,  as  you  know.  The  prefects, 
many  of  them  play  local  politics.  They  say,'  "We  are  going  to  keep 
the  food  which  is  produced  in  this  department  within  our  borders 
and  not  let  it  out."  You  are  familiar  with  that. 

Secretary  Lovett.  Yes,  sir. 

Senator  Lodge.  It  is  perfectly  outrageous.  The  French  Republic  does 
not  like  it  a  bit.  It  is  just  done  because  of  the  individual  policies  of 
these  particular  men. 

Do  you  mean  we  would  have  a  man  who  would  go  in  and  clean  that 
situation  up? 

Secretary  Lovett.  We  would  definitely,  if  the  French  Government 
undertook  the  necessary  basic  obligation  to  us,  qualify  for  this  relief, 
we  would  definitely  make  sure  that  the  French  Government  was  per- 
forming its  obligation  to  the  best  of  their  ability  and,  of  course,  to  the 
best  of  our  ability. 

(Further  discussion  was  continued  off  the  record.) 

CONTROL    system 

The  Chairman.  We  come  to  the  new  paragraph  (i)  : 

To  provide  for  or  maintain  a  control  system  so  that  all  classes  of  people  within 
the  country  will  receive  their  fair  share  of  essential  supplies. 

What  is  the  explanation  of  that,  Dr.  Wilcox  ? 

Dr.  AViLCOx.  That  again  is  language  which  is  found  in  the  relief 
bill,  with  the  exception  that  the  words  "or  maintain  a  control  system" 
are  added  because  as  I  understand  it  most  countries,  all  the  countries 
that  will  be  benefited  by  this  bill,  already  have  such  rationing  systems. 
The  old  words  "to  provide  a  control  system"  are  misleading,  so  we 
put  in  the  words  "to  provide  for  or  to  maintain  a  control  system." 

The  Chairman.  How  do  we  raise  hell  with  the  Truman  program  for 
a  control  system  in  the  United  States  and  then  contract  for  it  with 
somebody  else? 

Senator  Connally.  I  think  the  words  "control  system"  are  un- 
fortunate. 

Senator  Barkley.  I  think  you  are  a  little  premature.  I  have  not 
heard  anybody  raise  hell  with  Truman, 

The  Chairman.  Have  you  a  radio? 

AVhat  is  vour  comment,  Mr.  Secretary  ? 

Secretary  Lovett.  I  would  like  to  make  certain,  Mr.  Chairman,  that 
my  comment  is  not  directed  to  the  conversation.  To  the  point,  sir :  That 
is  in  our  current  bilateral  agreement  and  with  the  addition  of  main- 
taining the  system  that,  of  course,  actually  relates  to  ration,  et  cetera. 
We  think  that  would  be  a  desirable  addition. 

The  Chairman.  Abroad  ? 

Secretary  Lovett.  It  is  in  the  old  bill  and  it  is  in  the  agreement. 
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Senator  George.  They  are  used  to  that. 

Secretary  Lovett.  Yes.  sir ;  it  is  a  rationing  system. 

Senator  Connally.  You  are  talking  about  these  French  comphiin- 
mg.  They  are  going  to  hear  more  of  the  words  "control  system.''  We 
are  going  to  set  up  a  control  system.  It  is  all  right  with  me.  But  they 
will  howl  like  stuck  pigs  there. 

Secretary  Lovett.  It  is  their  system.  In  other  words,  what  we  do  is  | 
to  move  in  to  ration  card  level. 

For  example,  in  Austria  at  the  present  time  the  ration  cards  as  is- 
sued on  bread  grains,  on  breadstuffs,  state  the  source  as  the  United 
States,  of  that  particular  ration. 

Senator  Connally.  The  obligations  of  the  country. 

Secretary  Lovett.  Yes.  sir. 

Senator  Connally.  They  will  have  to  sign  this  before  it  is  effective. 

Secretary  Lovett.  Yes,  sir. 

The  Chairman.  If  we  took  out  the  word  "control"  would  it  not  ac- 
complish everything  you  wanted  to  accomplish  ? 

Secretary  Lomiitt.  Yes.  sir. 

Senator  George.  Could  you  not  do  a  little  better  than  that,  Mr.  Sec- 
retary, by  "provide  for  and  maintain  effective  measures  to  insure 
that  all  classes  of  the  people  of  the  country  will  receive  their  fair 
.share"  ?  That  does  sound  a  little  better. 

The  Chairman.  I  think  we  can  work  that  out. 

Secretary  Lovett.  That  is  entirely  acceptable. 

CONDITIONS    OF    TERMINATION 

The  Chairman.  We  come  down  to  section  7,  where  the  staff  pro- 
poses new  language.  I  will  not  read  it. 

Dr.  Wilcox,  will  you  explain  the  differences  between  your  proposal 
and  the  original  ? 

Dr.  Wilcox.  All  the  suggestion  adds  is  the  second  section  (b)  under 
section  (c),  paragraph  (b)  :  "The  President  shall  promptly  terminate 
the  provisions  of  assistance"  whenever  he  finds  "by  reason  of  changed 
conditions,  that  the  provision  of  the  assistance  authorized  by  this  act 
is  no  longer  necessary  or  desirable." 

That  gives  greatly  more  leeway.  It  would  call  upon  the  President 
to  terminate  the  program  if  by  reason  of  changed  conditions  such  as 
a  revolution,  let  us  say,  in  Italy  or  the  Communist  element  should  gain 
control  and  he  finds  by  reason  of  changed  conditions  it  would  be  de- 
sirable or  necessary  to  change,  to  stop  assistance,  he  would  then  do  so. 

Senator  George.  Right  there.  Doctor,  do  not  try  to  make  it  too  hard 
for  the  President  to  act.  I  think  that  is  the  virtue  of  the  whole  thing, 
freedom  of  action  on  the  part  of  the  President  and  the  administrator 
when  things  are  not  going  right. 

Senator  White.  Mr.  Chairman,  as  I  understand  it,  section  6  pro- 
vides various  conditions  which  are  imposed  upon  the  recipient  coun- 
tries by  virtue  of  an  agreement  between  this  country  and  the  recipient 
country.  Then  this  section  7  authorizes  the  President  to  terminate 
that  agreement.  It  seems  to  me  as  a  general  principle  that  the  power  of 
termination  ought  to  be  contained  in  the  agreement  itself,  under  which 
we  have  undertaken  to  furnish  all  this  food  and  these  commodities. 

It  should  be  in  the  agreement  and  each  agreement  which  we  make 
with  the  beneficiary  country,  the  right  to  termination  and  the  condi- 
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tions  of  termination  should  be  carried  in  the  contract  itself,  rather 
than  in  a  separate  statute  which  a  foreign  nation  might  very  well  say 
the}^  were  not  familiar  with  all  of  the  United  States,  but  they  cannot 
very  well  say  they  are  not  familiar  with  the  particular  agreement 
which  the}^  have  signed,  and  in  which  it  seems  to  me  ought  to  be  this 
power  of  termination. 

Secretary  Lovett.  That  is  in  the  agreement,  now,  sir. 

Senator  White.  Then  in  principle  you  are  doing  just  what  I  have 
expressed  a  belief  in ;  you  are  giving  in  the  contract  itself  the  power 
of  termination. 

Secretary  Lovett.  Yes,  sir.  That  is  written  into  it  right  now. 

Senator  White.  I  could  not  see  that  it  was  in  this  legislation. 

The  Chairma>7.  As  I  understand  you.  Senator  White,  you  want  to 
take  this  out  of  a  separate  section  and  include  it  in  section  6,  under  the 
terras  of  the  agreement. 

-  Senator  White.  I  would  certainly  want  to  see  it  in  section  6,  but 
there  would  be  no  harm  to  continuing  it  as  a  separate  section. 

But  it  seems  to  me  that  it  is  important  that  the  power  of  termination 
should  be  carried  in  the  instrument  which  we  are  authorizing  the 
termination  of. 

The  Chairman.  We  will  remember  that. 

Senator  Barkley.  In  that  connection  I  wish  to  observe  that  inde- 
pendent of  these  bilateral  contracts  the  President  ought  to  have  the 
power  to  terminate  the  assistance  set  out  here  in  section  7. 

Secretary  Lovett.  We  actually  may  need  that. 

The  Chairman.  What  have  you  to  say,  Mr.  Secretary,  about  the 
additional  phrase  that  is  suggested  ? 

Secretary  Lovett.  In  section  (b)  ? 

The  Chairman.  Yes. 

Secretary  Lovett.  I  think  that  would  be  desirable. 

encouraging  assistance  from  other  countries 

The  Chairman.  The  next  change  is  at  the  top  of  page  7. 

Is  that  a  new  paragraph,  Dr.  Wilcox  ? 

Dr.  Wilcox.  Section  9.  Yes,  sir. 

The  Chairman.  It  reads:  "The  President  shall  take  appropriate 
steps  to  encourage  other  countries  to  make  available  to  recipient  coun- 
tries such  assistance  as  they  may  be  able  to  furnish." 

What  is  your  idea  ? 

Dr.  Wilcox.  This  question  was  raised  several  times  during  the  hear- 
ings when  members  of  the  committee  asked  the  Department  officials  if 
it  were  possible  to  get  more  help  from  other  foreign  countries.  While 
we  are  assured  that  not  very  much  help  can  be  expected  it  seemed  to  the 
committee  staff  that  it  might  be  a  good  idea  to  put  the  principle  in  the 
legislation,  and  to  encourage  the  President  to  take  whatever  steps  he 
might  thinlc  desira1)le  to  secure  assistance  from  other  countries  that 
might  be  able  to  give  such  help. 

I  think,  probably,  it  is  public  relations  principles  as  much  as  any- 
thing else. 

The  Chairman.  Any  comments,  Mr.  Secretary  ? 

Secretary  Lovett.  I  do  not  believe  it  will  do  any  harm,  sir.  Of 
course,  we  are  under  instruction  already  to  make  representations. 
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NEW  PREAMBLE 


The  Chairman.  The  change  in  section  10  was  discussed  this  morning. 
That  concludes  the  direct  amendments. 

The  staff  has  also  been  working  on  a  possible  preamble.  Instead  of 
going  into  that  now  I  wonder  if  I  could  ask  that  the  staff  work  over 
its  preamble  suggestion  with  your  representatives  the  rest  of  the  after- 
noon so  that  we  might  see  tomorrow  morning  whether  or  not  there  is 
substantial  agreement  on  it. 

Secretary  Lovett.  Certainly. 

The  Chairman.  Are  there  any  other  amendments  which  members  of 
the  committee  wish  to  propose  that  they  would  like  to  get  the  Secre- 
tary's reaction  to  ? 

Senator  Hickenlooper.  Mr.  Chairman,  I  apologize  for  being  late.  It 
was  really  unavoidable. 

generally  loose  language 

You  may  have  discussed  this  in  going  through  section  6,  page  3  of 
this  typewritten  bill.  I  am  not  satisfied  at  this  time  with  the  rather 
loose  language  in  the  provisions  of  the  agreements,  especially  in 
number  (a). 

The  Chairman.  Are  you  referring  to  the  proposed  new  language  ? 

Senator  Hickenlooper.  Yes.  Or  to  the  old  language.  Either.  Neither 
of  the  two  are  presently  satisfactory  to  me  because  I  do  not  think 
that  they  require  a  sufficient  specification  of  any  program  of  these 
countries.  I  think  it  is  a  loose  and  shotgun  sort  of  an  undertaking  on 
the  part  of  these  countries  that  gives  us  no  ability  to  go  in  and  pinpoint 
anything  and  srj  "you  failed  to  do  this  and  therefore  we  have  a  right 
to  call  you  to  account  for  it." 

I  do  not  know  that  such  agreements  would  fail  to  specify,  but  I 
personally  feel  that  there  we  should  put  in  the  direction  that  in  any 
agreement  they  should,  under  some  appropriate  language,  specify  the 
categories  in  which  they  expect  to  use  these  funds  so  that  we  will 
have  some  means  of  tracing  them,  or  the  President  will^  or  he  will 
have  something  to  hang  his  hat  on  if  he  wants  to  criticize  their 
failure  to  perform. 

At  the  present  time  it  is  left  up,  we  will  say,  and  they  will  make 
an  undertaking  to  make  efficient  use  of  any  commodities.  Well,  the 
requirement  of  this  bill  could  be  met  by  a  contract  just  using  this 
language,  wliich  to  me  would  not  mean  anything. 

Secretary  Lovett.  Mr.  Chairman  ? 

The  Cpiairman.  Secretary  Lovett. 

Secretary  Lovett.  Mr.  Chairman,  I  think  perhaps  two  elements  that 
Senator  Hickenlooper  may  wish  to  consider  in  connection  with  that 
are :  One.  the  fact  that  the  control  over  the  funds  of  course,  is  retained 
by  us  througliout.  That  would  give  us  the  necessary  authority. 

Senator  Hickenlooper.  Yes.  No  doubt  about  it. 

Secretary  Lovett.  On  page  5,  sir,  in  a  new  subdivision  (f )  we  move 
into  the  affirmative  obligations  which  is  perhaps  what  you  refer  to. 

Senator  Hatch.  Would  there  not  be  danger,  Mr.  Secretary,  in  try- 
ing to  enumerate  them,  while  under  your  broad  general  directive  you 
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might  include  things  which  would  not  be  specified  if  you  attempted 
to  enumerate  them  ? 

Secretary  Lovett.  Yes.  There  would  be  danger,  Senator  Hatch.  We 
have  asked  quite  frankly  for  a  high  degree  of  flexibility  in  this  be- 
cause of  the  fact  that,  as  you  step  into  the  intricacies  of  the  economy, 
agricultural  and  industrial  setups  of  a  large  population  center  such 
as  France,  you  step  into  a  problem  of  tremendous  magnitude.  We  quite 
honestly  cannot  foresee  all  the  eventualities  but  we  are  working  in 
such  a  short  period  of  time  that  we  feel  that  Ave  will  have  to  have 
some  reasonable  degree  of  latitude  to  go  to  the  government  and  use, 
for  example,  a  breach  in  one  type  of  engagement  as  the  peg  on  which 
to  hang  the  insistence  that  they  tighten  up  throughout,  or  in  some 
other  field. 

Senator  Hatch.  It  is  something  you  might  not  anticipate  at  this 
time. 

Secretary  Lovett.  That  is  right,  sir. 

The  Chairman.  Anything  further,  Senator  Hickenlooper,  at  the 
moment  ? 

Senator  Hickenlooper.  No.  I  was  glad  to  get  the  Secretary's  com- 
ment. 

Senator  Wiley.  May  I  ask  a  question  ? 

The  Chairman.  Surely. 

extension  of  export  controls 

Senator  Wiley.  Mr.  Secretar}^,  this  may  be  a  little  bit  irrelevant  to 
what  we  are  looking  at  at  the  present  time,  but  in  relation  to  the 
long-term  contract  perhaps  you  can  give  me  some  light  because  we  are 
interested  in  Judiciary  to  know  whether  or  not  it  is  contemplated  that 
in  the  long-term  provision  there  will  be  included  provisions  for  the 
extension  of  export  controls,  or  whether  or  not  you  are  to  ask  that 
the  present  powers  be  continued  ? 

Secretary  Lovett.  You  mean  in  export  controls  in  this  country  ? 

Senator  Wiley.  Yes.  From  this  country. 

Secretary  Lovett.  I  do  not  know  of  any  such  provision  in  the  recom- 
mendations which  we  make,  sir. 

AUSTRIAN    situation    DIFFERS 

Mr.  Chairman,  there  was  one  other  matter. 

The  Chairman.  Go  ahead,  Mr.  Secretary. 

Secretary  Lovett.  If  there  are  no  further  questions.  May  I  ask  if  it 
is  appropriate  to  go  off  the  record  on  this  ? 

The  Chairman.  Off  the  record. 

(Discussion  was  continued  off  the  record.) 

The  Chairman.  On  the  record. 

Secretary  Lovett.  The  language  that  we  request  your  help  on  in  con- 
nection with  this  Austrian  situation  is  as  follows : 

The  provisions  of  this  act  relating  to  United  States  supervision,  control  or 
observation  of  distribution  of  supplies  made  available  under  this  act  shall  not 
apply  to  distribution  of  supplies  in  Austria,  provided  that  the  President  shall 
have  determined,  upon  recommendation  of  the  U.S.  High  Commissioner  for 
Austria,  that  supplies  furnished  to  Austria  hereunder  are  being  distributed  under 
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'Control  systems  embodied  in  agreements  between  the  High  Commissioner  and 
the  other  occupying  authorities  or  the  Austrian  Government  which  assure  com- 
pliance with  the  objectives  of  the  occupation  and  with  the  provisions  of  this  act 
which  are  consistent  therewith. 

The  Chairman.  Wliat  pu])lic  explanation  could  you  give  on  the  floor 
of  Congress  for  this  provision  ? 

Secretary  Lovett.  That  we  are  dealing  with  aid  in  an  occupied  coun- 
try under  quadripartite  commissions  and  that  the  circumstances  differ 
so  widely  that  we  would  prefer  to  have  the  U.S.  High  Commissioner 
there,  the  responsible  agent  for  working  out  such  arrangements  as 
might  be  necessary  or  desirable  to  make  the  purposes  of  the  act  fully 
effective. 

The  Chairman.  All  right.  We  will  take  that  along  with  us  to- 
morrow. 

Now,  have  you  anything  else  that  you  want  to  suggest,  IMr.  Secre- 
tary ? 

Secretary  Lovett.  I  do  not  think  so,  Mr.  Chairman.  The  techni- 
cians will  remain  as  you  suggest,  to  work  with  your  staff. 

The  Chairman.  We  are  very  much  obliged  to  you.  If  the  committee 
can  come  in  tomorrow  morning  at  10  o'clock  I  think  we  ought  to  be 
able  to  write  up  this  bill  tomorrow. 

omitted  conditions 

Dr.  Wilcox.  May  I  say  a  word  about  the  conditions  in  the  bill  and 
witli  respect  to  the  amendments  suggested  ? 

The  Chairman.  Yes. 

Dr.  Wilcox.  There  were  two  conditions  that  are  to  be  found  in  the 
language  of  the  relief  bill  which  were  not  included  in  those  advanced 
l)y  the  committee  staff.  Those  two  relate  to  the  right  of  representatives 
of  the  Government  of  the  United  States  and  the  press  and  radio  of 
the  United  States  to  observe  freely  and  to  report  fully  regarding  dis- 
tribution of  supplies,  and  the  provision  that  the  supplies  transferred 
and  so  on  will  be  distributed  among  the  people  of  such  country:'  with- 
out discrimination  as  to  race,  creed,  or  political  belief. 

The  reason  the  committee  staff  did  not  advance  those  two  reasons 
is  that  the  bill  in  effect  applies  only  to  France,  because  Austria  and 
Italy  are  already  covered  under  the  terms  of  the  old  relief  bill.  Since 
we  have  this  right  anyway,  the  right  to  observe  freely  and  report,  it 
seemed  to  us  to  be  a  rather  gratuitous  slap  in  the  face  to  France, 
and  since  it  added  nothing  at  all  we  thought  it  best  not  to  include 
it  in  the  list  of  suggested  conditions  but  to  call  the  attention  of  the 
committee  to  the  fact  that  it  was  in  tlio  language  of  the  old  relief  bill. 

The  Chairman.  I  think  that  is  a  matter  for  us  to  take  up  tomorrow 
in  connection  with  the  amendments. 

If  there  is  nothing  further,  the  committee  will  recess  until  10  o'clock 
tomorrow  morning. 

(Thereupon,  at  3:15  p.m.,  the  committee  adjourned,  to  reconvene 
Wednesday,  November  18, 1947,  at  10  a.m.) 


INTERIM  AID  FOR  EUROPE 


WEDNESDAY,   NOVEMBER   19,   1947 

United  States  Senate, 
Committee  on  Foreign  Relations, 

Washington^    D.C. 

The  committee  met,  pursuant  to  adjournment,  in  the  committee 
hearinf;  room,  U.S.  Capitol,  at  10  a.m.,  Senator  Arthur  H.  Vanden- 
berg,  chairman,  presiding. 

Present:  Senators  Vandenberg  (chairman),  Capper,  "\Yhite,  Wiley, 
Smith,  Hickenlooper,  Lodge,  Connally,  George,  Thomas  of  Utah, 
Barkley,  and  Hatch. 

The  Chairman.  The  committee  will  come  to  order. 

Let  us  take  the  committee  print.  This  committee  print  has  been 
made  solely  as  a  working  paper  and  with  no  suggested  commitment  of 
any  nature.  The  first  amendment  that  has  been  suggested  is  on  page  2.* 

Senator  Smitii,  Does  this  contain  the  preamble  ? 

The  Chairman.  We  will  get  to  that  by  and  by. 

listing  of  relief  commodities 

On  page  2,  the  bottom  of  the  page  is  the  first  amendment.  Dr.  Wil- 
cox, will  you  remind  us  what  this  particular  amendment  does  ? 

Dr.  Wilcox.  That  is  to  make  clear  that  this  bill  is  fundamentally  a 
relief  bill.  The  words  "such  other  commodities"  in  the  old  language 
seem.ed  to  be  too  broad.  It  seemed  to  us  to  be  desirable  to  indicate 
specifically  what  commodities  were  intended  by  the  bill,  so  they  were 
enumerated. 

The  thought  was  if  any  additional  things  needed  to  be  gotten  in 
the  way  of  spare  parts  and  raw  materials,  that  should  be  done  only  if 
the  President  found  it  essential  to  prevent  economic  retrogression  in 
any  of  the  recipient  countries.  It  is  more  limiting  than  the  other  lan- 
guage. It  would  seem  to  us  to  be  so. 

The  Chairman.  It  may  have  that  effect.  But  to  me  it  seems  to  put 
greater  emphasis  on  these  other  commodities.  I  do  not  kno\y  why. 

Dr.  Wilcox.  The  items  listed  are  the  ones  that  are  listed  in  table  1 
of  the  State  Department  report,  which  are  considered  essentially  relief 
commodities. 

The  Chairman.  Raw  materials,  processed  or  unprocessed,  how  can 
you  get  any  broader  definition  than  that  ? 

Dr.  Wilcox.  There  are  a  number  of  things  that  are  excluded  here, 
such  as  machinery,  for  example. 

Senator  Lodge,  Why  can  you  not  list  the  materials  ? 

*See  pp.  353-61  for  a  copy  of  this  Committee  Print. 
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Dr.  Wilcox.  The  list  is  found  in  the  State  Department  report,  under 
table  1. 

Senator  Lodge.  Why  can  we  not  put  them  in  here  ? 
The  Chatrmaist.  I  do  not  believe  we  want  to  do  that. 
Senator  White.  What  is  covered  by  that  word  "fibers?" 
The  Chairman-.  Cotton,  mostly. 
Senator  George.  Raw  materials? 
The  Chairman.  Fibers. 

Senator  Connally.  Pesticides.  I  like  Italy  for  that. 
Senator  Barklet.  "Who  do  you  want  to  use  it  on  ? 
Senator  Connally.  I  do  not  want  to  use  any  names. 

restricting  authorization  of  commodities 

Senator  George.  I  think  that  is  restrictive  enough,  the  way  3  is 
written.  You  will  notice  in  the  old  one  it  provided  "such  other  com- 
modities as  are  necessary  for  the  accomplishment  of  the  purposes  of 
this  act."  It  is  pretty  broad.  It  seems  to  me  this  is  all  right. 

Senator  Connally.  One  thing  it  does,  it  seems  to  leave  them  free. 

Senator  George.  Up  to  now  it  leaves  them  free. 

The  Cpiairman.  At  the  top  of  page  3,  do  you  want  to  take  out  those 
final  words  "and  other  commodities  authorized  herein?" 

Senator  George.  I  would  not  do  that.  I  would  leave  them  in.  Thoy 
are  all  right.  I  do  not  think  they  are  so  essential  because  you  have  prac- 
tically everything  enumerated  that  we  are  dealing  with  here  in  this 
review  program. 

Senator  Thomas  of  Utah.  I  think  the  new  am.endment  is  a  great  im- 
provement on  the  old  because  the  joker  in  the  old  comes  in  that  section 
which  says  "as  are  necessary."  That  is  where  the  lawyers  hold  up  and 
do  damage. 

Senator  George.  I  think  this  is  all  right,  Mr.  Chairman.  I  see  no 
objection  to  it.  I  have  no  objection  to  "and  other  commodities  author- 
ized" because  it  enumerates  "food,  seed,  pesticides,  and  fertilizers; 
medical  supplies;  fibers;  coal,  petroleum,  and  petroleum  products; 
and  when  the  President  determines  *  *  *." 

The  Chairman.  It  seems  to  me  we  are  right  back  to  the  old  vice  we 
were  trying  to  correct  if  you  put  in  "and  other  commodities"  because 
that  is  the  chief  thing  we  were  trying  to  get  away  from. 

Senator  George.  "Other  commodities  authorized  herein."  That  is  the 
limitation. 

Senator  Smith.  Does  that  clause  apply  to  what  the  President  stated 
at  the  session  or  does  it  apph'^  to  the  whole  paragraph  ?  Commodities 
authorized  herein  are  in  addition  to  those  listed  at  the  head  of  the 
paragraph. 

Senator  Lodge.  Wliat  are  the  commodities  authorized  herein? 

Senator  Smith.  Food,  seed,  pesticides,  and  so  on,  to  be  thrown  in 
the  breach  when  the  President  determines  essential.  Or  are  they  to  be 
put  in  any  way  ? 

Senator  George.  Tliey  will  be  put  in  any  way.  I  have  no  objection 
to  taking  that  language  out.  I  think  it  is  broad  enough  without  it. 
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Senator  White.  What  commodities  are  authorized  herein  other  than 
those  that  are  specifically  mentioned  here  in  (a)  ? 

Senator  George.  I  do  not  know  of  any  others.  That  is  pretty  broad. 

The  Chairman.  It  seems  to  me  that  is  broad  enough  without  those 
last  words. 

Senator  George.  I  think  so.  We  could  put  a  period  there  after  "un- 
processed" and  let  it  go. 

The  Chairman.  Without  objection,  we  will  end  the  sentence  at  the 
word  "unprocessed"  and  take  the  other  out.  Without  objection  that 
amendment  is  approved. 

language  too  limiting 

Senator  Thomas  of  Utah.  Senator  Vandenberg,  before  you  do  that 
T  think  you  ought  to  read  on  page  4  of  the  suggested  amendment 
marked  "(a)"  on  line  17.  If  you  are  going  to  attempt  to  sustain  the 
economy  of  a  given  place  you  may  need  this  broad  "other  commodi- 
ties." What  they  may  need  is  a  couple  of  bolts  to  finish  a  big  public 
job,  or  something  of  that  kind. 

In  the  broadening  on  page  4,  you  are  emphasizing  the  fact  that 
you  want  to  achieve  a  self-sustaining  economy  and  if  you  do  not  make 
it  possible  to  supply  some  little  need  that  may  not  be  listed  here  3'ou 
may  hold  up  work  that  helps  us  sustain  economy.  I  think  that  the 
"other  commodities  authorized  herein"  ought  to  be  left  in  for  your 
general  purposes,  if  nothing  else. 

Senator  Smith.  "VA^iat  do  you  mean  by  "other  commodities  author- 
ized herein"  under  that  interpretation  ? 

Senator  Thomas  of  Utah.  It  would  be  some  commodity.  I  can  think 
of  a  situation,  if  you  are  going  to  try  to  achieve  self-sustaining  econ- 
omy, you  have  got  to  furnish  those  things  which  will  make  it  pos- 
sible for  people  to  work,  because  by  their  labor  they  do  become  self- 
sustaining. 

Now,  if  there  is  a  project  which  is  initiated  and  started  in  some  one 
of  these  countries  where  they  need  certain  material,  and  the  material 
is  available  and  there,  but  somebody  says  we  cannot  send  that  because 
it  is  not  listed  here,  you  can  see  that  you  actually  stop  what  is  your 
chief  aim  in  the  bill. 

program  is  temporary 

Senator  Smith.  Is  that  not  your  long-term  program  rather  than  the 
emergency  aid  ? 

Senator  Thomas  of  Utah.  It  is,  of  course.  But  the  emergency  aid  has 
a  limitation.  If  you  are  going  to  wait  until  after  March  for  it  I  think 
you  may  do  great  damage. 

The  Chairman.  I  want  to  get  away  from  any  idea  that  this  bill 
is  a  "little  Marshall  plan."  I  think  that  would  be  most  unfortunate. 

Senator  Thomas  of  Utah.  I  agree. 

Senator  Connally.  It  is  a  sort  of  experiment  to  see  how  the  thing 
will  work. 

The  Chairman.  It  is  primarily  relief,  as  distinguished  from  the 
other. 

Senator  Connally.  That  is  true.  But  still  it  will  be  used  as  a  guinea 
pig  by  the  public. 
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Senator  Barkley,  It  is  impossible  to  disassociate  the  two  tilings 
completely. 

The  Chairman.  That  is  right. 

SPECIFICATION  OF  AUTHORIZED  COMMODITIES 

Senator  Barkley.  It  sounds  like  totality  there  in  a  sense,  "other 
commodities  aut'iorized  herein,"  unless  there  is  some  other  provision^ 
in  this  bill  that  authorizes  them  herein.  They  are  limited  in  this,. 
named  in  (a). 

Senator  Connally.  If  they  are  authorized,  they  do  not  need  this-- 
phrase  "or  other  commodities." 

Senator  Smith.  I  think  to  accomplish  your  purpose.  Senator  Con- 
nally, you  would  have  to  put  in  the  words  from  stricken  (a)  "and' 
such  other  commodities  as  are  necessary  for  the  accomplishment  of 
the  purposes  of  this  act." 

We  are  limited  to  food,  seed,  pesticides,  fertilizer,  and  so  on.  Tiiat 
is  the  only  authorization  anywhere  for  special  commodities  in  the 
bill. 

Senator  White.  It  seems  to  me,  Mr.  Chairman,  what  we  ought  ta 
do  is  strike  out  the  words  beginning  in  line  25,  page  2.  running 
through  to  the  words  "processed  or  unprocessed."  We  ought  to  strike 
out  the  words  "and  when  the  President  determinos  it  essen.tial  to  pre- 
vent economic  retrogression  in  any  of  the  recipient  countries,  spare 
parts  and  raw  materials,"  all  of  which  ought  to  come  out,  and  the 
words  "processed  or  unprocessed"  ought  to  follow  the  v/ord  "product?" 
down  in  line  25  of  the  preceding  page,  so  that  it  would  read  procure 
these  various  things  that  are  mentioned  here,  and  add  "processed  or- 
unprocessed." 

Senator  Barkley.  If  you  did  that,  you  would  make  it  im.possible^ 
to  get  a  bolt  unless  that  bolt  was  covered  by  this  language  back  here. 
I  tliink  a  spare  part  would  be  a  bolt. 

Senator  Smith.  I  think  that  would  cover  Senator  Thomas"  point. 

Senator  Barkley.  Or  anything  else  to  complete  a  job,  if  it  is  a  part 
of  a  situation.  I  think  if  we  strike  out  vrhat  Senator  White  suggests, 
you  would  put  it  in  a  strait  jacket  so  that  you  could  not  fret  any  tiling 
that  did  not  come  under  the  category  of  food,  fuel,  or  fertilizer,  even 
if  it  was  a  hinge  to  put  on  a  door. 

"pre\'ention  op  economic  retrogression" 

The  Chairman.  I  think  the  thing  I  find  myself  choking  on  is  tlie 
phrase  "to  prevent  economic  retrogression  in  any  of  the  countries." 

I  do  not  think  it  is  the  purpose  of  this  act  to  prevent  economic  retro- 
gression except  purely  incidentally. 

Sonator  Lodge.  Wp  have  that  inline  4. 

Tlie  Chairman.  That  is  what  I  am  talking  about. 

Senator  Barkley.  Where  ? 

Senator  Lodge.  Page  2.  And  line  1,  page  3.  We  have  that  word  \n 
there  twice. 

The  Chairman.  "To  prevent  serious  economic  retrogression  which 
would  jeopardize  any  general  European  economic  recovery  program." 
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Senator  Barkley.  Is  it  not  part  of  the  short  bill  to  prevent  anv  of' 
those  countries  from  going  back,  from  getting  any  worse  off  than  they 
are? 

Senator  George.  Only  to  the  extent  that  this  very  limited  aid  would 
doit. 

Senator  Barkley.  I  realize  that.  But  it  is  one  of  the  purposes  of  the 
legislation  to  prevent  things  from  getting  worse  over  there  so  that  it 
might  upset  not  only  their  economic  but  their  political  situation,  to  be 
frank  about  it. 

The  Chairman.  Under  that  language,  could  you  not  divert — this  is 
silly,  but  could  you  not  divert  the  whole  bill  to  economic  investment 
and  not  to  relief  ? 

Senator  Lodge.  You  could  put  the  word  "thereby"  in 

PROBLEMS   from   TIGHTENING    LANGUAGE 

Senator  Thomas  of  Utah.  You  have  to  get  a  Presidential  determina- 
tion. There  you  bring  in  other  factors. 

I  am  thinking  of  an  actual  situation  that  is  taking  place  today  due 
to  tightening  effects.  What  I  am  going  to  say,  as  far  as  this  bill  is 
concerned,  goes  out  of  existence  in  March.  One  thing  this  country  needs 
above  all  other  things  right  now  is  manganese.  The  Russians  offer  it 
to  us.  all  the  manganese  vre  needed,  on  a  trade,  a  trade  for  locomotives 
and  trains  to  haul  it.  They  are  just  as  deficient  in  hauling  facilities  as 
any  other  country  that  went  to  war.  Much  of  the  stuff  has  been 
destroyed. 

Yfe  made  a  counterproposal  and  reached  an  agreement  that  we  could 
not  furnish  them  any  engines  because  we  could  not  get  the  engines, 
utterly  impossible. 

We  got  down  to  the  place  where  they  were  willing  to  let  loose  this 
manganese  if  we  furnished  them  just  some  freight  cars  to  carry  the 
stuff  in.  That  has  not  been  consummated  because  of  some  kind  of  a 
situation  like  this. 

Where  the  world  is  in  a  genuine  state  of  barter,  we  in  the  United 
States  are  not  wholly  happy,  and  we  are  not  wholly  independent  in 
spite  of  the  fact  we  are  better  off  than  foreign  countries. 

While  the  United  States  Steel,  for  instance,  has  developed  Brazilian 
manganese  and  it  is  getting  plenty,  Bethlehem  Steel  is  not,  and  neither 
are  the  other  countries.  Their  source  is  Russia,  and  you  know  what 
happened  to  manganese  in  Russia.  The  Germans  destroyed  the  big- 
gest mine,  and  it  will  not  come  back  for  15  years. 

We  are  dependent  upon  one  mine.  We  can  get  it.  We  can  keep  our 
steel  industry  w^orking.  But  the  Russians  are  traders,  they  are  orien- 
tals, and  they  say,  "You  have  got  to  furnish  the  cars  to  haul  it  in.'^ 
And  we  are  stuck. 

I  can  think  of  dozens  of  situations  where  you  could  destroy  the 
economy  of  a  land  where,  for  instance,  you  could  give  an  automobile, 
or  something  of  that  kind.  You  cannot  start  anything  going  without 
hauling  facilities.  And  we  have  idle  cars  right  next  door,  standing 
there,  and  not  being  used. 

That  holds  for  the  whole  world,  worse  in  China,  probably  than 
anywhere  else. 
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BROAD    OR    RESTRICTIVE    LANGUAGE? 


Senator  Smith.  To  cover  that,  we  would  have  to  have  the  broad 
language,  it  seems  to  me,  in  the  stricken  paragraph. 

Senator  Lodge.  Would  that  not  be  taken  in  subsection  (c)  ? 

Senator  Thomas  of  Utah.  Your  "such  commodities"  is  your  limita- 
tion, to  transport  such  commodities.  I  think  you  have  to  have  a  catch- 
all somewhere,  or  else  you  are  going  to  cripple  the  aid. 

The  Chairman.  I  wonder  if  I  would  not  be  better  satisfied  if  we 
went  back  to  the  original  language  and  simply  changed  it  to  read 
"and  such  other  commodities  as  the  President  finds  necessary  for  the 
accomplishment  of  the  purposes  of  this  act  as  set  forth  in  section  2"  ? 

Senator  Thomas  of  Utah.  Fine.  If  you  get  out  that  "necessary" 
proof  there.  It  stopped  us  so  much  all  during  the  war. 

The  Chairman.  It  seems  to  me  the  new  language  expands  rather 
than  contracts. 

Senator  Barkley.  The  objection  that  is  raised  to  this  other  language 
was  "by  manufacture  or  otherwise." 

Senator  Connally.  It  seems  to  me,  taking  the  other  side  of  it,  if  you 
let  this  language  stay,  you  will  need  to  get  Presidential  sanction  every 
time  you  want  to  get  a  nail. 

The  Chairman.  The  only  thing  to  do  is  to  nail  it  down. 

Senator  George.  It  seems  to  me  in  going  beyond  these  things  enumer- 
ated, they  will  take  all  the  money  we  will  appropriate. 

Senator  Connally.  And  call  for  more. 

Senator  George  (reading).  "*  *  *  Food,  seed,  pesticides,  and  ferti- 
lizers; medical  supplies;  fibers;  coal,  petroleum,  and  petroleum 
products ;". 

Senator  Thomas  of  Utah.  The  danger.  Senator  George,  comes  in  the 
inspection  and  a  report  goes  back  that  they  are  not  using  the  stuff 
properly  and  things  of  that  kind.  And  you  hold  up  the  program. 

The  Chairman.  It  seems  to  me  that  spells  things  wider  open. 

Senator  George.  It  goes  beyond  relief. 

The  Chairman  (reading).  "And  such  commodities  as  the  President 
finds  necessary  for  the  accomplishment  of  this  act  as  set  forth  in  sec- 
tion 2."  What  does  the  committee  want  to  do  with  it  ? 

Senator  White.  Does  your  suggestion  contemplate  that  these  addi- 
tional articles  shall  be  enumerated  up  here  in  (a)  ? 

The  Chairman.  What  do  you  mean  ? 

INCLUSION  OF  list  OF  COMMODITIES 

Senator  White.  As  I  understood  it  you  were  suggesting  that  we 
recur  to  this  subparagraph  (a)  in  paragraph  3,  but  add  the  words 
"such  commodities  as  the  President  finds  necessary."  That  is  all  right. 
But  I  am  wondering  whether  you  should  not  include  these  additional 
words  "pesticides,  seeds,"  and  so  forth. 

The  Chairman.  "Seeds"  are  in ;  "fertilizers"  are  in. 

Senator  Barkley.  "Medical  supplies"  are  not. 

The  Chairman.  "Fibers"  are  in.  Everything  is  in  except  "pesticides." 

Senator  Smith,  And  "medical  supplies." 

The  Chairman.  They  ought  to  be  in. 

Senator  White.  Pretty  much  the  same  as  this. 
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The  Chairman.  Suppose  we  go  up  above :  "Provide  funds  for  the 
procurement  from  any  source,  by  manufacture  or  otherwise—". 

Senator  Smith.  You  cut  that  out,  did  you  not  ? 

The  Chairman.  Yes. 

"food  seed,  and  fertilizers;  coal,  petroleum,  and  petroleum  products;  other 
fuel  •  fibers  ;  pesticides ;  medical  supplies ;  and  such  commodities  as  the  President 
finds  necessary  for  the  accomplishment  of  the  purposes  of  this  Act  as  set  forth 
in  section  2 ;". 

Senator  Thomas  of  Utah.  Good. 

deletion  of  "manufactured  or  otherwise" 

Senator  Lodge.  That  would  take  out  the  words  "manufactured  or 

otherwise." 

Senator  Connally.  The  word  "manufacture"  comes  out  ^ 

The  Chairman.  Yes.  And  "otherwise." 

Senator  Barkley.  I  do  not  see  any  particular  reason  for  striking 
out  the  word  "other"  because  it  evidently  means  something  besides 
that  that  is  mentioned  up  above.  I  do  not  think  it  makes  any  difference 
whether  it  is  in  there  or  not. 

The  Chairman.  I  think  it  is  a  little  better  out  for  the  purpose  I 
am  trying  to  accomplish. 

Senator  George.  In  section  2  you  have  "to  prevent  serious  economic 
retrogression." 

The  Chairman.  Yes.  This  refers  back  to  it  and  does  not  under- 
score it. 

AVithout  objection,  at  least  for  the  moment 

Senator  Lodge.  Is  this  an  appropriate  point  to  bring  in  that  amend- 
ment on  petroleum  ? 

The  Chairman.  No.  I  think  that  comes  later.  That  comes  at  the 
point  where  you  are  talking  about.  Let  us  wait  and  see.  The  Depart- 
ment has  agreed  to  your  language. 

Senator  Lodge.  I  know. 

transportation  and  storage  of  commodities 

The  Chairman.  Let  us  leave  it  in  the  air  until  we  get  through  with 
this. 

Dr.  Wilcox,  you  have  added  some  writing  here  on  this,  page  3,  line 
5,  "transport  and  store." 

Dr.  Wilcox.  This  language  covers  the  storage  as  well  as  transporta- 
tion as  it  might  be  necessary  to  store  them  in  a  warehouse  at  some  time. 

The  Chairman.  Is  there  any  objection  to  that?  Line  5,  "transport 
and  store,  or  provide  funds  for  transportation  and  storage  of,  such 
commodities." 

Senator  Connally.  I  do  not  object  to  that.  You  can  except  freight 
transportation.  I  notice  two  transocean  lines  are  hauling  the  Friend- 
ship Train  over  there  free.  Some  big-hearted  fellow  might  want  to 
haul  something  for  us.  I  do  not  think  it  is  important. 

Senator  Wiley.  Have  you  seen  any  of  those  men  ? 

The  Chairman.  Without  objection  the  words  "and  storage"  will  be 
put  in  here. 
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Senator  Hatch.  Where  does  that  go  ? 

The  Chairman.  "Transport  and  store,  or  provide  funds  for  trans- 
portation and  storage." 

Now,  you  get  down  to  line  16. 

Senator  White.  Before  you  leave  that,  it  strikes  me  you  ought  to 
have  not  only  the  privilege  of  transportation  and  storage  but  that  you 
ought  to  have  the  privilege  of  storage  without  transportation. 

Senator  Connally.  Does  that  not  include  it?  Transportation  and 
storage  ? 

Senator  White.  That  is  just  what  I  was  querying. 

The  Chairman.  It  did  not  occur  to  me  that  there  was  any  possible 
interpretation  except  that. 

Senator  White.  When  we  did  not  know  how  to  express  it  we  usually 
said  "and/or." 

Senator  Barkley.  I  do  not  like  that. 

Senator  Hickenlooper.  "Transport  and  store,  or  provide  for  trans- 
portation or  storage." 

The  Chairman.  What  is  it  you  want  to  do  ? 

Senator  Barkley.  We  do  not  want  to  do. 

Senator  Hickenlooper.  "Transport,  store,  or  provide  funds  for; 
transportation  or  storage,"  That  would  give  your  "and/or"  in  there-' 
without  putting  it  in  there. 

Senator  White.  I  would  rather  have  it  just  as  it  is. 

The  Chairman.  Well,  which  ?  Make  up  your  minds. 

Senator  White.  I  am  for  it  as  it  is,  "and  storage." 

Senator  Thomas  of  Utah.  Transportation  surely  includes  storage 
in  railroad  transportation. 

agreements  pursuant  to  relief  act 

The  Chairman.  Now  we  are  down  to  line  16,  the  added  sentence  is — 

This  Act,  however,  shall  not  imply  any  obligation  to  give  assistance  to  any 
of  the  other  countries  mentioned  nor  shall  it  imply  or  guarantee  the  availability 
of  any  specific  commodities. 

I  think  we  are  agreed  on  that. 

Senator  Barkley.  Would  that  affect  the  binding  obligation  in  a 
bilateral  treaty  between  this  country  and  a  recipient  country?  I 
imagine  a  mutual  agreement  entered  into  would  be  on  a  different 
basis. 

Senator  Connally.  You  mean  under  this  bill  ? 

Senator  Barkley.  Under  this  bill,  if  it  is  proposed  that  there  be  a 
bilateral  agreement  between  this  country  and  recipient  countries. 
Would  this  mean  we  would  not  be  bound  by  such  an  agreement? 
Would  not  be  obligated  to  go  ahead  with  it  ? 

Everything  that  is  done  hereafter  is  under  this  act. 

Senator  Connally.  There  are  agreements  under  the  act,  too. 

Senator  Barkley.  I  know  it. 

Senator  George.  They  say  here  that  there  are  no  firm  and  absolute 
commitments. 

Senator  Barkley.  I  know  that.  But  would  that  not  apply  to  an 
agreement  entered  into  between  this  country  and  Italy,  for  instance  ? 

Senator  George.  The  agreement  must  necessarily  be  made  pursuant 
to  the  act. 
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Senator  Barkley.  So  that  we  could  make  an  agreement  whereby  we 
agreed  to  do  certain  things,  but  we  would  not  be  bound  by  it. 

Senator  George.  Not  necessarily. 

Senator  Connally.  Most  of  the  agreements  are  by  the  recipient 
country.  We  are  not  promising  them  anything  under  that  contract. 

Senator  Hickenlooper.  Does  not  this  language  mean  that  this  act 
does  not  in  and  of  itself  raise  an  obligation  ?  It  is  the  agreement  be- 
tween this  country  and  the  other  countries  pursuant  to  this  act  that 
will  raise  the  obligation  ? 

Senator  Barkley.  That  is  the  very  point.  You  cannot  make  an 
agreement  that  violates  this  act. 

Senator  Hatch.  "This  act  shall  not  imply  any  obligation  to  enter 
into  any  agreement,  or  to  give  assistance"  and  so  forth. 

Senator  Barkley.  It  is  not  the  question  of  entering  into  the  ques- 
tion ;  it  is  after  you  entered  into  it,  whether  this  language  relieves  us 
of  any  obligation  to  carry  it  out. 

Senator  Connally.  I  do  not  like  the  word  "imply."  That  is  indirect. 
It  seems  to  me  it  is  indirect.  "This  act,  however,  should  not  be  con- 
strued" would  be  better. 

Senator  Hatch.  I  do  not  think  it  does  imply  any  obligation. 

Senator  Barkley.  I  do  not  want  to  see  our  country  in  a  position 
where  it  could  take  advantage  of  this  language  to  escape  some  agree- 
ment that  it  might  make  under  the  act. 

Senator  Connally.  Do  you  think  the  State  Department  will  sanc- 
tion tlie  making  of  any  agreement  that  is  not  within  the  act? 

Senator  Barkley.  No  ;  I  do  not  think  so. 

NO    OBJECTTONS    TO    APPROPRIATE    COMMODITIES 

The  Chairman.  The  thing  that  interests  me  in  the  language  is  the 
last  phrase :  "This  Act,  however,  shall  not  imply  any  obligation  *  *  * 
which  guarantees  the  availability  of  any  specific  commodities."  That 
is  the  thing. 

Senator  Barkley.  I  think  that  that  is  really  the  main  thing  anyhow 
in  the  language. 

The  Chairman.  The  State  Department  approved  this  language? 

Dr.  Wilcox.  Yes,  sir. 

The  Chairman.  Do  you  want  to  move  ? 

Senator  Barkley.  No.  I  just  raised  a  question  there,  whether  it 
would  follow  through  that  this  precaution  would  follow  through,  with 
any  agreement  entered. 

Senator  Hickenlooper.  Is  not  this  language  a  whole  lot  in  the  na- 
ture of  an  authorization  for  an  appropriation?  Your  authorization 
does  not  necessarily  say  that  you  are  absolutely  going  to  appropriate, 
but  you  can  appropriate  as  a  result  of  the  power  given  in  the  authori- 
zation act. 

I  would  interpret  this  as  merely  saying  that  this  act  in  and  after 
itself  creates  no  obligations.  The  obligations  will  be  created  pursuant 
to  the  agreements  made  under  the  authority  of  this  act  if,  as,  and  when 
we  make  them.  That  would  be  my  interpretation. 

The  Chairman.  I  think  that  is  the  point. 

Senator  Barkley.  It  is  a  sort  of  caveat  emptor  provision  there. 
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The  Chairman.  All  those  in  favor  of  caveat  emptor  will  say  aye. 

That  is  OK. 

Senator  White.  It  ought  to  be  in  the  agreement. 

PROCUREMENT    OF    FOREIGN    PETROLEUM 

The  Chairman.  Now  you  get  to  paoje  4,  section  5.  That  is  the  point 
at  which  you  choose  between  unlimited  offshore  purchases  or  a  25- 
percent  ceiling,  and  it  is  at  that  point,  Senator  Lodge,  I  think  your 
amendment  would  go. 

Senator  Lodge.  I  will  read  this  amendment,  which  was  approved  by 
the  State  Department  yesterday :  "The  procurement  of  petroleum  and 
petroleum  products  shall,  to  the  maximum  extent  practicable,  be  made 
from  sources  outside  of  the  United  States." 

Senator  Connallt.  Regardless  of  price  ? 

Senator  Lodge.  Maximum  extent  practicable. 

Senator  George.  Where  is  that  ? 

Senator  Thomas  of  Utah.  That  is  the  opposite  of  "Buy  American?'' 

Senator  Lodge.  Yes. 

Senator  Connallt.  You  have  to  consider  price  and  transportation, 
and  all  that,  to  get  it  over  here  from  the  Near  East.  That  would  not  bo 
bad.  But  suppose  you  had  to  get  it  here  from  Venezuela  and  then  had 
to  pay  the  transportation  across  the  Atlantic  Ocean. 

Senator  Barkley.  That  might  be  interpreted  as  not  being  practical. 

Senator  Connallt.  It  might,  and  it  might  not.  If  you  send  some^ 
trucks  down  to  Texas,  we  will  give  you  some  oil  and  gas,  and  get  it 
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2  5 -PERCENT    CEILING 


The  Chairman.  First  let  us  settle  the  basic  question.  At  the  time 
there  is  a  6-percent  ceiling.  This  is  proposed  to  raise  the  ceiling  to  25 
percent,  which  the  Department  says  for  all  practical  purposes  will 
cover  all  the  latitudes  that  it  needs.  The  question  is  whether  you  go 
from  6  to  25,  or  leave  it  all  out  and  go  to  some  other  percentage. 

Senator  Connallt.  Put  25  in. 

Senator  Lodge.  This  language  here  applies  to  everything  in  the  bill. 

The  Chairman.  That  is  right. 

Senator  Lodge.  It  would  be  theoretically  possible  for  the  amount  of 
foreign  purchases  to  be  made  in  two  or  three  commodities  with  no 
leeway  left  to  make  any  foreign  purchases  in  other  commodities.  Inas- 
much as  the  situation  is  different  with  different  commodities  it  seems 
to  me  it  is  more  satisfactory  to  implicate  what  you  want  to  do  with 
regard  to  each  specific  one. 

The  Chairman.  I  am  not  arguing  against  the  addition  of  your 
ultimate.  I  am  just  raising  the  original  question. 

Senator  Lodge.  This  amendment  of  mine  is  not  inconsistent  with 
what  is  in. 

The  Chairman.  No.  Not  at  all.  I  am  not  saying  so. 

Senator  Barklet.  There  is  a  different  situation  existing  now  in  re- 
gard to  this  legislation  with  that  which  existed  when  we  passed  the 
other  law.  We  were  then  cautioned  to  see  to  it  that  all  this  money  was 
spent  in  the  United  States.  Now  we  are  a  little  overcautious  to  see  that 
too  much  of  it  is  not  spent  in  this  country  and  get  all  these  things 
from  somewhere  else  if  we  can. 
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The  Chairman.  That  is  correct. 

Senator  Barklet.  In  view  of  that  situation  my  own  personal  prefer- 
ence would  be  not  to  have  any  percentage  at  all.  Let  them  buy  all  of 
it.  or  most  of  it,  wherever  they  can  find  it. 

The  Chairman-.  My  rebuttal  to  that,  Senator,  would  be  that  per- 
Jiaps  we  might  emphasize  the  changed  situation  by  changing  the 
percentage. 

Senator  Barkley.  That  is  true. 

The  Chairman.  There  may  be  a  lot  of  people  who  would  still  like 
to  flirt  with  this  other  idea. 

Senator  Connally.  Mr.  Chairman,  I  am  willing  to  raise  the  limit. 
I  suggest  making  it  50  percent.  But  there  is  another  side  to  this  thing, 
''That  no  more  than  25  percent  shall  be  spent  outside  of  the  United 
States." 

Suppose  there  is  some  commodity  highly  vital  and  necessary  to  be 
bought,  and  it  would  come  under  this  prohibition?  I  think  it  would 
give  them  a  good  deal  of  latitude. 

Senator  George.  I  think  you  ought  to  leave  it  entirely  out,  but  I  do 
not  think  you  would  be  able  to  leave  it  entirely  out  when  this  bill 
gets  before  the  House  and  Senate. 

The  Chairman.  That  is  what  I  think.  Senator  George. 

Senator  George.  That  is  all  there  is  to  it. 

The  Chairman.  I  think  we  simply  anticipate  the  trouble  and  meet 
that  by  putting  in  the  25  percent  and  Senator  Lodge's  amendment. 

Senator  Barkley.  Would  that  be  interpreted  as  25  percent  of  any 
particular  commodity,  or  25  percent  of  the  overall  ? 

Senator  Thomas  of  Utah.  The  whole  thing. 

Senator  Barkley.  So  that  under  it  you  could  buy  some  commodity 
that  we  did  not  have,  as  long  as  it  did  not  carry  the  total  above  25 
percent. 

The  Chairman.  That  is  the  way  the  State  Department  figured  it 
out,  that  25  percent  will  not  embarrass  us  in  any  way  whatever. 

Senator  Smith.  Twenty-five  percent  of  the  amount  herein 
authorized. 

The  Chairman.  Those  in  favor  of  putting  in  the  25  percent  will 
hold  up  their  hands  ? 

Senator  George.  I  do  not  like  to  put  it  in,  but  that  is  all  right.  I 
have  no  objection  to  it. 

Senator  Smith.  I  would  prefer  not  to  put  it  in,  but  I  think  politi- 
cally we  have  to  put  it  in. 

Senator  George.  Yes.  Somebody  will  put  it  in. 

lodge  amendment 

Senator  Thomas  of  Utah.  Can  we  not  leave  it  and  let  them  put  it  in, 
and  settle  it  in  conference  ?  I  think  that  with  this  addition  of  Senator 
Lodge's  that  this  is  going  to  be  interpreted  in  reverse  and  it  is  going 
to  hold  up  the  program. 

Senator  George.  If  you  are  going  to  put  in  Senator  Lodge's  amend- 
ment I  think  you  had  better  leave  it  out  entirely.  Then  I  cannot  see 
where  there  would  be  any  use  in  putting  it  in. 

Senator  Lodge.  My  amendment  applies  not  only  to  petroleum, 
whereas  this  language  applies  to  everything. 
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Senator  Connally.  You  will  start  them  running  if  you  put  this  in. 

Senator  Lodge.  This  amendment  of  mine  is  not  a  very  severe  limita- 
tion. If  there  is  something  on  fertilizer,  for  instance 

Senator  George.  Yes,  you  ought  to  put  fertilizer  in. 

Senator  Barkley.  If  you  have  a  comparable  amendment  as  to 
coal — a  lot  of  people  are  protesting  now  about  coal,  because  of  the 
shortage. 

The  Chairman.  That  is  one  of  the  reasons  why  I  think  it  is  good 
scenery  to  have  the  25  percent  in.  Since  it  does  not  interfere,  accord- 
ing to  the  testimony  of  the  Department,  I  think  it  is  a  good  strategy 
to  put  it  in. 

Senator  Barkley.  I  am  not  objecting  to  it.  I  am  voting  for  it. 

Senator  George.  I  move  it  go  in. 

Senator  I^arkley.  It  is  already  in. 

Senator  George.  Senator  Lodge,  you  want  to  put  your  amendment 
there? 

Senator  Lodge.  I  do  not  care  where  we  put  it.  I  did  not  know 
whether  that  was  the  best  place  or  put  it  at  the  end  of  3(a).  But  the 
same  reasoning,  I  think,  holds  for  my  amendment  as  for  the  one  we 
just  adopted.  It  is  good  scenery;  it  is  good  strategy.  It  is  not  a 
harassing  or  burdensome  limitation  at  all. 

The  State  Department  has  accepted  it,  and  they  have  just  taken 
recognition  of  the  fact  that  there  is  an  oil  shortage.  It  just  sets  out 
in  writing  the  policy  which  the  people  intend  following  anyway. 

The  Chairman.  I  think  that  is  the  place  for  it. 

Senator  George.  I  do  not  object  to  it.  I  think  the  same  general  rea- 
soning might  apply  to  fertilizer.  If  they  reduce  the  supplies  all  over 
the  world  of  fertilizer,  it  would  hit  us  just  about  as  hard  as  if  they 
took  it  all  or  some  of  it  out  of  our  country. 

The  Chairman.  Those  in  favor  of  Senator  Lodge's  amendment  hold 
up  their  hands. 

Those  opposed  ? 

Senator  Connally.  I  am  opposed  to  it. 

The  Chairman.  The  amendment  is  in. 

Senator  Connally.  You  can  take  a  barrel  out  here  and  it  affects 
all  around  the  world.  I  do  not  think  it  amounts  to  anything  to  put  a 
clause  like  that  in. 

march    31,    19  48,    deadline 

The  Chairman.  On  Section  5,  the  Budget  raises  the  point  that  after 
March  31  if  you  say  "no  funds  may  be  obligated"  that  you  run  into 
post-dated  expenditures  which  are  previously  obligated. 

Dr.  Wilcox.  Yes.  They  point  out  that  there  would  be  no  procure- 
ment of  supplies  possibly  after  March  31,  but  there  would  still  be 
work  to  be  done  with  respect  to  the  bill,  transportation,  or  clerical,  or 
cleaning  up  contracts — things  of  that  kind.  This  language  is  too 
restrictive. 

The  Chairman.  The  other  language  is  entirely  too  broad. 

Dr.  Wilcox.  They  suggested  the  possibility  of  adding  such  words 
as  these :  "After  March  31,  1948  no  funds  may  be  obligated  for  the 
procurement  of  products  provided  for  under  this  act. 
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The  Chairman.  I  have  objection  to  that. 

Dr.  Wilcox.  Or  simply  to  change  the  date. 

The  Chairmax.  I  do  not  want  to  change  the  date.  I  think  this  act 
has  got  to  stick  out  that  this  is  interim,  and  that  is  where  you  get  your 
signal. 

Senator  Barkley.  Would  that  make  it  possible  to  obligate  all  these 
funds  prior  to  March  31  and  carry  out  the  obligation  after  the  81st  ? 

The  Chairman.  This  is  purely  the  obligation  of  the  funds. 

Senator  Smith.  Does  the  word  "obligate"  mean  the  same  as  the 
word  "appropriate"  ? 

Senator  George.  No,  sir.  It  means  a  contract. 

Senator  Barkley.  It  is  an  obligation  between  the  Government  and 
the  recipient. 

The  Chairman.  The  Budget  says  the  alternative  language  is  satis- 
factory ? 

Dr.  Wilcox.  Yes. 

The  Chairman.  What  is  the  alternative  language? 

Dr.  W^ilcox.  They  did  not  give  specific  language,  but  suggested 
somethinof  like  this  might  be  approved:  "March  31,  1948,  no  funds 
may  be  obligated  for  the  procurement  of  supplies  provided  imder  this 
act." 

Senator  Connally.  Will  that  not  meet  you  coming  back?  We  are 
just  trying  to  avoid  preventing  the  payment  for  supplies  you  have  al- 
ready purchased.  Read  yours  over  again. 

Dr.  Wilcox.  "After  March  31, 1948,  no  funds  may  be  obligated  for 
the  procurement  of  supplies  provided  for  under  this  act." 

Senator  George.  I  think  that  would  be  all  right.  That  still  leaves 
them  free  to  transfer  or  to  incur  and  defray-  some  expenses,  including 
administrative  expenses  for  compensation  and  travel  of  personnel  in 
carrying  out  the  purposes  of  the  act.  They  would  necessarily  have  to 
do  that. 

Senator  Hatch.  Dr.  Wilcox,  you  have  used  the  word  "commodities" 
almost  altogether  in  the  bill.  Why  do  you  change  to  "supplies"  ? 

Dr.  AViLCox.  I  think  you  are  right.  Senator.  We  have  used  the  word 
"commodity"  and  we  should  use  it  here. 

The  Chairman.  Without  objection,  we  will  put  in  that  phrase  to 
accommodate  the  Bureau. 

Now,  Senator  George,  you  wanted  to  say  something  about  section  6  ? 

"limitations  and  pro\isions" 

Senator  George.  I  think  it  would  be  proper  to  put  in  section  6,  to 
take  care  of  what  Senator  Barkley  had  in  mind.  I  think  it  would  be 
more  appropriate  for  us  to  spell  it  out  and  simply  add  here  "agree- 
ment shall  be  entered  into." 

The  Chairman.  Where  does  this  go  ? 

Senator  George.  Line  10,  on  page  4,  "shall  be  entered  into  pursuant 
to  limitations  and  provisions  of  section  4  of  this  act." 

That  puts  them  on  notice  we  are  not  obligating  ourselves  to  furnish 
any  specific  commodity.  You  see  here,  we  have  limited,  we  have  said 
here  "shall  not  imply  any  obligation  to  give  assistance  to  any  coun  ■ 
tries  mentioned  nor  shall  it  impy  or  guarantee  the  availability  of  any 
specific  commodities." 
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I  was  simply  suggesting  here  that  the  agreements  to  be  made  with 
the  several  countries  shall  be  entered  into  pursuant  to  the  limitations 
and  provisions  of  section  4  of  this  act.  Between  such  country  and  the 
United  States.  That  shows  that  we  are  not  breaking  faith. 

The  Chairman.  Limitations  and  provisions  of  section  4  of  this  act. 

Senator  George.  Yes.  That  is  where  we  have  the  amount,  and  we 
have  also  got  that  limitation  there  that  maybe  we  cannot  supply 
these  particular  things. 

The  Chairman.  Without  objection  that  will  go  in. 

PROVISION   FOR  FUTURE  RECONSTRUCTION 

Now,  we  are  down  to  the  amendment  in  line  13.  Dr.  Wilcox,  will 
you  state  again  what  is  involved  here  ? 

Senator  Smith.  The  only  change  is  the  last  words,  line  21. 

Senator  White.  "And  to  provide  for  its  future  reconstruction ;". 

Dr.  Wilcox.  We  have  added  the  words  "to  provide  for  its  future 
reconstruction;".  Those  were  words,  as  I  recall,  which  were  in  the 
language  of  the  relief  bill.  The  State  Department  added  the  language 
"to  achieve  self-sustaining  economy"  and  we  thought  the  two  might 
be  combined  inasmuch  as  that  language  had  been  in  the  original  relief 
bill. 

The  Chairman.  I  would  just  as  soon  not  add  that  language,  as  far 
as  I  am  concerned. 

Senator  Connally.  I  agree  with  you. 

The  Chairman.  Let  us  stick  to  the  original  language.  Without 
objection. 

specification  of  aid  usage 

Senator  Hickenlooper.  Mr.  Chairman,  that  is  one  of  the  sore  spots 
in  this  bill  to  me.  I  would  like  to  discuss  it  for  a  minute. 

The  Chairman.  Yes,  indeed.  Let  us  open  it  up  again. 

Senator  Hickenlooper.  All  our  troubles  legislatively  we  get  into 
by  giving  blanket  authority  and  then  coming  back  and  complaining 
that  things  were  not  done  properly.  I  have  a  feeling  that  unless  we 
get  into  agreements  with  these  countries  saying  in  some  more  spe- 
cific way  how  they  will  apply  the  aid  they  get.  if  we  do  not  do  that 
then  the  responsibility  is  entirely  upon  us  to  judge  from  day  to  day 
whether  they  are  doing  it  iproperly  and  we  could  be  accused  of  arbi- 
trarily switching  our  opinions  on  them  and  if  we  have  some  kind  of 
specification  as  to  the  method  of  application  of  the  goods  and  things 
tliat  they  have  here,  then  we  can  point  out  to  the  contract,  tell  them 
it  is  denominated  in  the  bond  that  they  must  do  that,  therefore,  when 
we  call  them  to  account,  if  we  have  to,  we  have  the  force  of  their 
prior  agreement  there,  in  that  application  to  rely  upon,  rather  than 
our  own  itinerant  judgment  as  this  thing  goes  on. 

The  Chairman.  Senator,  what  is  it  you  would  suggest  ? 

Senator  Hickenlooper.  I  would  suggest  that  under  the  language  of 
(a)  here  this  account  could  be  fully  met  if  France,  for  instance, 
merely  says  "Yes.  We  sign  an  agreement  here  and  the  agreement 
says  that  we  will  make  efficient  use  of  any  commodities  made  avail- 
able" and  so  on.  If  they  just  use  the  language  of  this  section  and  thev 
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do  not  promise  to  apply  their  grain  to  any  purpose  or  any  field  of  re- 
covery, and  we  will  then  have  the  responsibility  of  going  in  there  and 
judging  from  time  to  time  whether  their  application  is  proper. 

Senator  Lodge.  Have  you  read  section  (f )  ?  That  bears  on  that 
point. 

Senator  Hickenlooper.  Page  6  ? 

Senator  Lodge.  Yes. 

Senator  Connallt.  We  are  not  restrained  by  this  act  as  to  what  we 
put  in  the  contract,  are  we  ? 

Senator  Hickenlooper.  Not  at  all.  The  State  Department  can  spec- 
ify under  this  act  if  they  want  to.  But  they  are  not  required  to.  We 
make  no  provision  in  the  law  that 

Senator  Connally.  We  can  chop  it  off  if  they  do  not  live  up  to  it. 

Senator  Hickenlooper.  That  is  the  point.  But  the  burden  is  on  us. 

Senator  Hatch.  Can  we  write  the  specifications  ?  AVhat  would  they 
be? 

Senator  Smith.  It  would  be  pretty  hard  to  spell  them  out. 

Senator  Hatch.  That  is  the  point  that  bothers  me. 

The  Chairman.  Have  you  any  language.  Senator. 

Senator  Hickenlooper.  Suppose  we  gave  them  steel  and  they  would 
hope  to  use  it  to  repair  their  factories  and  we  found  they  were  building 
sknting  rinks. 

Senator  Connally.  We  could  cut  the  relief  off. 

Senator  Hickenlooper.  The  burden  is  on  us. 

Senator  Connally.  No  more  than  just  writing  a  note. 

Senator  Lodge.  "*  *  *  not  to  permit  any  measures  to  be  taken  in- 
volving sale  or  distribution  of  any  articles  of  the  character  covered 
in  this  act  which  would  reduce  the  locally  produced  supply  *  *  *." 
That  is  in  (f). 

Senator  Hickenlooper.  I  am  not  going  to  belabor  tliis  point  or  talk 
about  it  any  longer.  I  would  feel  much  safer  if  after  the  word  "under- 
taking" in  line  12,  in  parenthesis,  a  phrase  something  of  this  kind 
could  be  inserted :  "between  such  country  and  the  United  States  con- 
taining  an  undertaking."  and  then  in  parenthesis,  "specifying  in  such 
detail  as  the  President  may  deem  satisfactory  the  contemplated  use  of 
any  commodities  or  funds  supplied  under  authority  of  this  act."  And 
close  your  parenthesis,  "by  such  country  (a) ,"  and  so  on. 

In  other  words,  it  expresses  the  desire  in  such  detail  as  our  adminis- 
trative or  executive  authority  feels  is  practical  under  the  program  to 
spell  it  out  as  much  as  they  can. 

I  do  want  to  spell  it  out  in  such  detail  because  this  act  is  not  set  up 
so  that  you  can  make  it  into  specific  categories.  But  I  would  rather 
charge  the  State  Department  with  a  little  more  meticulous  specification 
in  the  contract  than  just  a  nebulous  agreement  that  they  would  use  it 
to  t]ie  best  advantage  of  their  country. 

Now,  if  the  committee  does  not  feel  it  is  necessary,  that  is  all  right. 
I  will  not  push  it. 

Senator  Barkley.  Why  could  you  not  say,  after  the  word  "contain- 
ing," a  parenthetical  clause  "containing  with  such  detail  as  practical  ?" 

Senator  Hickenlooper.  I  do  not  necessarily  refer  to  the  President. 
But  the  State  Department,  Secretary  of  State,  or  the  one  who  draws 
this  contract,  but  I  assume  this  is  under  the  President  and  he  would 
direct. 
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The  Chairman.  I  do  not  see  how  it  would  do  any  harm  to  do  what 
you  are  talking  about.  Certainly  the  more  we  spell  it  out  the  surer 
we  are  of  the  net  result. 

Senator  Hickenlooper.  My  whole  thought  is  to  put  a  little  nudge 
on  the  boys  to  do  our  best  and  spell  out  the  application  of  these 
things  so  that  when  we  have  occasion  to  call  these  countries  to  account, 
that  you  are  not  doing  it,  we  have  something  a  little  more  specified 
in  a  documentary  form. 

The  Chairman.  What  do  you  say  to  the  language  suggested  by 
Senator  Barkley  ? 

Senator  Hickenlooper.  I  do  not  object  to  that.  Let  me  hear  it  again. 

Senator  Barkley.  I  do  not  think  you  have  to  use  the  word  Presi- 
dent" there.  After  the  word  "containing"'  put  a  comma 

Senator  George.  Where  is  that  ? 

Senator  Barkley.  Line  11.  "Containing  in  such  detail  as  practical" 
and  so  forth. 

Senator  Hickenlooper.  I  think  it  would  be  all  right,  and  a  lot  less 
words. 

The  Chairman.  Without  objection,  that  phrase  will  be  put  in. 

Senator  Hickenlooper.  That  meets  my  consuming  fear. 

"reconstruction"  reference  deleted 

Senator  Barkley.  Mr.  Chairman,  in  regard  to  the  next  one,  I  agree 
that  those  woi-ds  "provide  for  its  further  reconstruction"  are  unneces- 
sary. In  the  first  place,  it  is  bound  to  assume  that  if  they  increase  the 
country's  ability  to  achieve  a  self-sustaining  economy  they  are  going 
to  do  these  things  anyAvay,  they  are  bound  to,  in  the  very  nature  of 
things,  reconstruct  something.  It  seems  to  me  unnecessary  to  put  that 
in  there. 

Senator  Connally.  That  is  a  help. 

The  Chairman.  I  think  that  is  the  agreement  of  the  committee. 

Senator  Barkley.  I  do  not  know  you  had  passed  on  it. 

The  Chairman.  We  will  stick  to  the  original  language  and  omit 
the  proposed  amendment. 

disposition  of  local  currency  funds 

Now,  at  the  bottom  of  page  4  is  the  requirement  for  payment  in 
local  currency,  in  Avhich  the  staff  suggested  the  use  of  the  language  in 
the  existing  relief  bill.  The  State  Department  had  some  objections  to 
that ;  did  they  not  ? 

Dr.  Wilcox.  They  have  no  objection,  Senator.  They  do  have  some 
language  that  they  have  suggested  for  the  last  three  sentences  which 
I  placed  by  you.  But  they  have  no  objections  to  returning  to  the 
original. 

Senator  Smith.  I  think  they  objected  to  "pursuant  to  act  or  joint 
Resolution  of  the  Congress."  Was  that  not  it  ? 

Dr.  Wilcox.  At  the  bottom  of  page  5  ? 

The  Chairman.  After  the  word  "purposes",  line  20,  the  bottom  of 
page  5,  insert  the  following  words :  "As  may  be  agreed  between  such 
country  and  the  Government  of  the  United  States  subject  to  approval 
by  act  or  joint  resolution  of  the  Congress." 
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Senator  Connally.  Is  that  for  the  disposition  of  the  funds? 

The  Chairman.  No.  That  is  for  the  disposition  of  balance  left. 

Senator  Coxnally.  How  much  they  pay  in  ? 

The  Chairman.  No.  It  does  not  cover  all  of  it.  The  rest  of  it  is 
covered  up  here. 

Senator  Connally.  That  is  what  I  am  talking  about.  What  is  left 
of  that  fund  is  to  be  disposed  of  by  Congress. 

The  Chairman.  Yes. 

Senator  Barkley.  On  line  6  you  do  not  want  the  "joint  resolution" 
used  there  because  this  is  not  a  joint  resolution.  It  is  an  act. 

The  Chairman.  That  is  correct.  That  change  will  be  made.  Without 
objection  the  language  suggested  by  the  Department  will  be  inserted 
in  line  20. 

Senator  Connally.  I  want  to  ask  a  question  about  paying  this  for- 
eign currency  into  the  fund.  That  is  what  this  is  ? 

The  Chairman.  Yes. 

Senator  Connally.  Has  it  had  any  reaction  from  some  of  the  coun- 
tries about  this,  these  recipients  ? 

The  Chairman.  I  think  they  have  all  agreed  to  it.  That  is  my  under- 
standing of  it. 

Senator  Connally.  Suppose  they  give  this  stuff  to  somebody  that 
needs  it.  and  have  not  any  money.  Would  the  government  put  iip  the 
money  there  ? 

The  Chairman.  Yes.  It  is  to  prevent,  fundamentally,  the  use  of  these 
funds  as  a  windfall  outside  of  their  local  budgets. 

Senator  White.  Mr.  Chairman,  I  just  do  not  see  why  we  should  be 
obligated  to  confer  with  anybody  with  what  we  do  with  money  that  is 
our  own,  obviously.  Our  goods,  our  goods  translated  into  terms  of 
money,  which  I  take  it  is  our  money.  Why  then  should  we  have  to  enter 
into  an  agreement  with  anybody  as  to  what  we  did  with  our  money,  I 
just  do  not  get. 

The  Chairman.  I  will  tell  you  about  it.  These  local  currencies  are 
trusteed.  They  become  the  largest  single  account  in  the  country.  What 
happens  to  that  account  can  entirely  upset  the  entire  fiscal  system  of 
the  country.  We  would  not  even  want  the  responsibility,  I  would  say, 
ourselves,  to  make  a  decision  of  that  sort  on  our  own  authority. 

Senator  White.  I  subside. 

The  Chairman.  Without  objection 

Senator  Connally.  I  have  no  objection.  I  am  just  wondering  how  it 
is  going  to  work.  There  will  be  tremendous  pressure  upon  us  if  this 
ever  happens,  if  they  got  a  considerable  amount  of  this  mone}',  they 
could  just  turn  it  loose  and  give  it  back  to  us.  It  would  not  be  worth 
anything. 

Senator  Smith.  How  did  the  final  sentence  read  there,  at  the  end  ? 

The  Chairman.  It  reads :  "For  such  purposes  as  may  be  agreed  be- 
tween such  country  and  the  Government  of  the  United  States  subject 
to  approval  by  act  or  joint  resolution  of  the  Congress."  It  retains  the 
final  controls  in  Congress.  But  it  creates  an  agreement  preceding. 

methods  of  publicity 

Now  let  us  drop  down  to  the  bottom  of  page  5  where  we  strike  out 
the  publicity  clause  and  insert  a  new  one.  The  State  Department  ap- 
proved that  with  a  deletion  of  the  word  "thereof"  in  line  5,  page  6, 
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"so  as  to  inform  the  ultimate  consumers  thereof",  their  point  being 
that  they  did  not  want  to  be  under  obligation  to  have  to  go  every  in- 
dividual but  do  the  best  they  could  as  a  class. 

Is  there  any  objection  to  that  ? 

Senator  Smith.  What  is  stricken  ?  The  word  "thereof"  or  the  whole 
clause  ? 

The  Chairman.  Just  the  word  "thereof". 

Senator  Hickenlooper.  There  is  this  observation  in  connection  with 
the  publicity  business,  that  I  was  told  in  a  couple  of  countries,  per- 
haps three,  by  local  newspapermen,  that  one  of  the  difficulties  of 
publicity  could  be  overcome  in  at  least  western  Europe  if  the  govern- 
ment ofHcially  were  required,  or  could  be  induced,  or  could  be  coerced 
into  making  an  official  statement  of  the  receipts  from  time  to  time, 
especially  in  the  Communist  press  in  France  and  Italy. 

News  stories  and  reports  can  come  out.  But  they  are  put  over,  if 
they  are  carried  at  all,  they  are  carried  in  the  want  ad  sections  in  the 
lower  right  hand  corner.  But  they  cannot  very  well  avoid  the  publica- 
tion or  cliscussion  of  official  statements  by  the  government.  That  would 
be  one  very  powerful  means  of  getting  publicity  even  in  the  Com- 
munist press.  They  delight  in  discussing  statements  by  the  government. 

Senator  Lodge.  That  is  very  true.  And  I  think  statements  that  come 
out  of  our  embassies,  any  embassies,  are  always  suspect.  Having  the 
government  say  it  is  much  better. 

Senator  Hickenlooper.  In  other  words,  the  French  or  Italian  Gov- 
ernment comes  out  and  officially  announce  that  we  I'eceived  so  many 
tons  out  of  the  relief  program  and  so  many  tons  of  steel,  and  that 
they  are  grateful  to  the  United  States  for  its  generous  gift,  or  some- 
thing of  that  kind. 

It  may  not  have  a  controlling  effect  but  it  will  come  nearer  getting 
full  publicity,  even  in  the  opj^osition  press  than  a  mere  news  story. 

Senator  Lodge.  Particularly  all  the  countries  overrun  by  the  Ger- 
mans are  suspicious  of  any  stuff  coming  out  of  a  foreign  embassy. 

Senator  Connally.  On  the  other  hand  these  recipient  countries 
themselves  are  not  going  to  be  overly  anxious  to  give  publicity  to  stuff 
coming  from  the  United  States.  These  governmental  fellows  and  poli- 
ticians want  to  get  all  the  credit  they  can  out  of  it.  I  hope  we  get  the 
publicity,  yet  I  want  to  avoid  too  much  insistence  on  our  part  about 
the  publicity  because  it  takes  away  some  of  the  effect  of  what  we  are 
doing,  a  generous  act  and  a  great  thing  to  save  the  country,  provided 
we  advertise  it. 

Senator  Lodge.  I  think  you  are  right. 

Senator  Connally.  And  if  we  do  not  advertise  it  "we  are  against 
it." 

Senator  Lodge.  I  do  not  think  we  could  do  it  unless  we  do  it  in  a 
graceful  way. 

Senator  LTickenlooper.  There  is  no  question  that  we  could  go  much 
too  far.  We  have  two  purposes :  One  is  humanitarian,  to  stop  hunger 
and  the  other  is  that  we  would  like  to  attract  these  people  a  little  bit 
more  to  our  political  and  social  ways  of  thinking  for  their  own  good, 
we  hope. 

Now,  if  they  do  not  know  that  we  are  doing  it,  and  Russia  is  in 
there,  as  they  are,  in  the  Communist  press  in  those  countries,  24  hours 
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a  day,  telling  what  Russia  is  going  to  do  to  these  countries,  and  saying 
that  the  U.S.  claims  are  false  and  that  we  are  doing  nothing  for  them, 
and  we  are  Uncle  Shylock  and  dollar  diplomats,  and  all  those  things, 
it  is  bound  to  have  its  eft'ect.  I  do  not  know  what  the  formula  would  be. 

Senator  Hatch.  The  language  of  this  bill  relates  back  to  the  be- 
ginning of  section  6  which  requires  an  undertaking  to  be  entered  into 
by  which  the  recipient  country  will  give  full  and  continuous  publicity. 

Senator  Hickenlooper.  I  am  not  going  so  far  as  to  suggest  that  we 
should  write  into  this  bill  that  the  government  should  make  official 
announcements.  I  do  not  know.  I  merely  bring  that  up  as  a  suggestion 
that  I  think  was  pretty  sensible,  by  several  newspapermen,  by  saying 
that  if  we  could  get  that  accomplished,  if  we  could  2:et  these  govern- 
ments to  admit — although  they  discussed  the  same  thing  that  Senator 
Connally  said  a  minute  ago,  tliat  public  officials  want  to  take  all  credit 
for  themselves  and  do  not  like  to  give  too  much  credit  to  us — but  by 
the  same  token  they  certainly  minimize  any  credit  to  the  United  States 
on  that  same  selfish  theory. 

The  Chairman.  Suppose  you  said  "give  full  and  continuous  public- 
ity including  official  publicity,  so  far  as  practicable  ? " 

Senator  Connally.  When  you  say  so  far  as  practicable,  you  de- 
stroy it.  That  is  their  excuse. 

Senator  Hickenlooper.  I  am  not  sold  on  the  wisdom  of  spelling  out 
that  official  publicity  in  the  bill. 

Senator  Barklet.  This  language  is  an  obligation  on  the  part  of  the 
government  to  give  full  and  continuous  publicity.  Now  the  method  by 
which  it  will  do  that,  I  doubt  if  we  can  Avrite  into  this  bill.  But  this  is 
an  obligation  on  the  part  of  the  receiving  government  as  a  government. 

Senator  Hickenlooper.  Are  we  going  to  write  a  report  on  this  bill  ? 

The  Chairman.  Yes,  indeed. 

Senator  Hickenlooper.  Would  it  be  possible  to  give  some  kind  of  a 
suggestion  along  that  line  in  the  report,  that  is,  that  it  was  discussed  ? 

The  Chairman.  Surely.  Make  a  note  of  that.  Dr.  AVilcox. 

Senator  White.  Mr.  Chairman,  in  worrying  about  this  matter  of 
publicity  we  do  not  want  to  overlook  the  fact  that  this  publicity  can- 
not be  undertaken,  the  policy  cannot  be  put  into  effect  before  the  com- 
modities or  funds  are  made  available  to  the  recipient  country. 

This  follow,  this  publicity  provided  for  in  (c),  so  it  seems  to  me  it 
must  follow  the  making  available  to  the  recipient  country  whatever 
we  are  going  to  do.  It  is  a  sort  of  a  case  of  the  cart  being  ahead  of  the 
horse. 

example    or    RUSSIAN    PUBLICITY 

Senator  Hickenlooper.  Let  us  take  this  one  practical  thing  we 
learned  in  France.  Russia  agreed  to  sell  France — I  think  we  were 
all  there  when  this  was  told  to  us — Russia  agreed  to  sell  France  so 
many  tons  of  wheat.  Russia  held  up  the  shipments  of  the  wheat 
until  a  Russian  ship  was  available.  France  offered  to  send  American 
ships,  and  Danish  ships,  and  others,  to  get  the  wheat  that  they  needed. 
Russia  would  not  let  the  wheat  leave  the  Russian  port  until  a  Rus- 
sian ship  was  available.  Then,  with  fanfare  and  flags  flying,  and  bands 
playing,  and  parades  and  notices  in  every  paper  in  France,  this  ship 
eventually,  months  late,  docked  at  Marseilles.  But  all  over  France,  the 
peasants  and  everybody  else,  the  publicity  got  out.  They  did  not  say 
they  sold  them  and  paid  through  the  nose  for  the  wheat. 
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Senator  Hatch.  They  paid  for  it  in  American  dollars. 

Senator  Hickenlooper.  Yes ;  they  did. 

Senator  Barkley.  The  French  Government  wanted  that  wheat 
landed  at  Algiers,  not  Marseilles.  Russia  insisted  on  Marseilles  for  the 
purpose  of  getting  local  credit  for  furnishing  the  wheat. 

Senator  Hickenlooper.  Whether  that  is  good  or  bad  I  am  not  ad- 
vocating. But  we  were  told  that  the  Russian  peasants  began  to  be- 
lieve that  maybe  Russia  is  helping  them  out  here.  But  it  came  from 
this  country. 

SPEECH  BY  GENERAL  MARSHALL 

Did  you  read  General  Marshall's  speech  last  night  in  which  he  came 
out  for  international  control  of  the  Ruhr,  and  made  a  speech  which 
will  be  very,  very  helpful  in  France?  I  would  like  to  have  the  State 
Department  tell  us  whether  the  American  Embassy  in  Paris  is  taking 
out  that  part  and  has  really  made  an  effort  to  get  it  into  the  French 
papers.  I  would  be  interested  to  know. 

Senator  Smith.  As  a  part  of  our  information  program. 

Senator  Lodge.  You  cannot  legislate  that  kind  of  thing. 

The  Chairman.  As  I  understand,  the  Senator  is  satisfied  to  have 
it  covered  in  the  report. 

Senator  Hickenlooper.  I  think  so. 

The  Chairman.  Then  we  will  OK  (c)  with  the  word  "thereof" 
out. 

Senator  Connally.  You  cannot  make  the  Frenchmen  read  that 

report. 

SELLING  OF  ASSISTANCE  GOODS 

The  Chairman.  You  are  down  on  page  6  to  the  new  section  (e)  "to 
make  available  to  its  people  at  reasonable  prices,  consistent  with  eco- 
nomic conditions  of  the  recipient  country,  the  commodities  it  receives" 
and  it  was  proposed.  Senator  Lodge — you  are  interested  in  this— it  is 
my  understanding  the  words  "and  sells"  were  to  be  put  after  "re- 
ceives." 

Senator  Lodge.  What  line  ? 

The  Chairman.  Line  13. 

Senator  Lodge.  Yes. 

Senator  Connally.  "And  sells"  limits  it. 

Senator  George.  Could  you  not  say  "distributes?" 

Dr.  Wilcox.  The  purpose  of  it,  Senator  George,  is  to  make  clear 
that  all  goods  will  not  be  sold.  Some  of  it  will  be  given  away  for  relief 
purposes,  and  in  such  cases,  of  course,  we  could  not  expect  reasonable 

prices  for  it.  ,  .  i  tit 

The  thought  was  to  make  it  clear  that  things  that  were  to  be  sold 
Avere  to  be  at  reasonable  prices  and  other  things  were  to  be  given 
without  charge. 

Senator  Hickenlooper.  It  looks  to  me  like  "the  commodities  it  re- 
ceives itself "  means  all  commodities. 

Dr.  Wilcox.  "Such  commodities  as  it  receives  and  sells. 

Senator  Connally.  It  will  exempt  those  it  does  not  sell  under  that. 

Senator  Smith.  There  would  be  no  prices  on  those  we  do  not  sell. 
This  has  to  do  with  reasonable  prices  only. 

Senator  Wiley.  That  is  your  limiting  phrase. 
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Senator  Lodge.  What  I  am  interested  in  is  paragraph  (f),  Mr. 
Chairman. 

The  Chairman.  You  were  also  interested  in  this,  and  I  remember 
your  conversation  down  there.  I  think  it  was  Carl  Hatch  who  suggested 
the  words  "and  sells.'" 

Senator  Lodge.  He  suggested  putting  in  the  word  "use"  in  line  18. 

Senator  Barkley.  This  language  might  require  an  obligation  to  do 
nothing  but  sell  these  things.  It  is  an  obligation  to  make  available 
these  commodities  at  reasonable  prices. 

You  do  not  have  to  use  the  word  "receive"  if  you  do  not  use  the 
word  "sells" — "as  it  may  sell." 

The  Chairman.  I  think  that  does  the  whole  thing:  "Such  com- 
modities as  it  may  sell."  Do  you  have  that.  Dr.  Wilcox  ? 

Without  objection,  that  will  be  approved  in  that  form. 

EXPORTS   TO   third   COUNTRIES 

Now,  we  are  down  to  (f ) ,  which  is  a  new  section. 

Senator  Lodge.  Senator  Hatch  made  a  suggestion  on  that  yesterday. 

The  Chairman  (reading)  : 

To  make  all  possible  efforts  to  secure  the  maximum  production  and  distribu- 
tion of  locally  produced  supplies,  and  not  to  permit  any  measures  to  be  taken 
involving  sale  or  distribution  of  any  articles  of  the  character  covered  in  this 
Act  which  would  reduce  the  locally-produced  supply  of  such  articles  or  the 
utilization  of  foreign  sources  of  supply  other  than  the  United  States ;. 

Senator  Hatch  suggests  the  words,  after  "distribution,"  "or  use." 
Senator  Barkley.  Do  you  want  to  strike  the  first  "or?" 
The  Chairman.  "Sale,  distribution,  or  use  of  any  articles." 
Without  objection  that  is  agreed  to.  The  State  Department  OK'd  it. 
(g)  is  a  new  section  "not  to  export  or  permit  removal  from  such 
country,  while  need  therefor  continues,  of  commodities  made  avail- 
able to  such  country  under  this  act  or  similar  commodities  produced 
locally  or  imported  from  outside  sources ;". 

Senator  Smith.  I  am  not  quite  clear  on  (f),  if  I  may  go  back  a  min- 
ute. We  have  at  the  end  some  words  that  may  be  inconsistent  with 
our  previous  thought.  We  wanted  to  get  most  of  this  stuff  outside 
of  the  United  States.  This  seems  to  suggest,  in  the  words  "to  make 
all  possible  efforts  to  secure  the  maximum  production  and  distribu- 
tion of  locally  produced  supplies,  and  not  to  permit  any  measures 
to  be  taken  involving  sale  or  distribution  of  any  articles  of  the  char- 
acter covered  in  this  act  which  would  reduce  the  locally  produced 
supply  of  such  articles  or  the  utilization  of  foreign  sources  of  supply 
other  than  the  United  States"  that  we  want  to  reduce  the  utilization 
of  foreign  sources,  if  I  read  that  correctly.  Do  you  see  what  I  mean  ? 
The  Chairman.  No,  you  talked  too  fast  for  me  that  time. 
Senator  Smith.  "To  make  all  possible  efforts  to  secure  the  maximum 
production  and  distribution  of  locally  produced  supplies,  and  not  to 
permit  any  measures  to  be  taken  involving  sale  or  distribution  of  any 
articles  of  the  character  covered  in  this  act  which  would  reduce  the 
locally  produced  supply  of  such  articles  or  the  utilization  of  foreign 
sources  of  supply  other  than  the  United  States;"  that  implies  that 
we  want  to  put  the  heat  on  articles  from  the  United  States.  Is  that 
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consistent  with  our  thought  further  back,  where  we  wanted  petroleum 
products  to  be  bought  outside  of  the  United  States  ? 

The  Chairman.  What  do  you  have  to  say  to  that,  Dr.  Wilcox? 

Dr.  Wilcox.  It  might  be  construed  that  way. 

Senator  Smith.  Did  I  read  it  wrong,  or  is  the  point  well  taken  ? 

Senator  Barkley.  I  think  that  what  this  does  is  to  tend  to  prevent 
the  distribution,  and  so  forth,  of  goods  which  will  reduce  the  supplies 
of  these  articles,  or  the  utilization  of  them 

Senator  Lodge.  I  think  that  is  in  harmony  with  what  we  have  done. 

Senator  Smith.  I  thought  it  might  be  just  the  other  way  around. 

Senator  Barkley.  This  puts  the  obligation  on  them  to  use  all  local 
supplies  and  all  the  foreign  supplies  that  they  can  get. 

Senator  Lodge.  Outside  of  the  United  States. 

Senator  Smith.  Yes.  I  can  see  that  construction,  too. 

Senator  Connally.  Is  the  language  "of  any  articles  of  the  character 
covered  in  this  act"  too  restrictive?  They  might  say,  "Well,  under 
that,  it  has  to  be  of  the  same  character."  They  might  have  a  substitute 
food  that  is  not  mentioned  in  this  act  that  they  could  use — for  in- 
stance, artichokes. 

Senator  Smith.  I  think,  Mr.  Chairman,  I  will  withdraw  my  point, 
because  in  reading  it  again  I  think  it  has  the  correct  connotation. 

The  Chairman.  All  right ;  we  will  let  it  stand. 

BAN    ON    exportation    OF    RELIEF    GOODS 

On  (g)  a  question  was  raised  regarding  the  final  phrase  "or  similar 
commodities  produced  locally  or  imported  from  outside  sources;". 

I  think  you  questioned  that.  Senator  George. 

Senator  George.  Yes;  it  seemed  to  me  entirely  too  restrictive. 

The  Chairman.  So  you  would  leave  it  "not  to  export  or  permit  re- 
moval from  such  country,  while  need  therefor  continues,  of  commodi- 
ties made  available  to  such  country  under  this  act."  Is  there  objection 
to  that? 

Senator  Hickenlooper.  That  last  phrase,  "or  similar  commodities 
produced  locally  or  imported  from  outside  sources;"  is  designed,  is  it 
not,  to  prevent  them  from  taking  dollars  and  buying  products  from 
some  other  country  and  transshipping  them  or  making  a  profit  on  them 
and  shipping  them  on  to  a  third  country  ?  Isn't  that  the  purpose  of 
that  ?  And  do  we  want  them  to  be  permitted  to  do  that  ? 

Senator  Barkley.  If  they  buy  those  things  with  dollars  furnished 
under  this  act,  is  it  not  covered  ? 

Senator  Connally.  The  purpose  of  that  is  to  make  them  consume 
these  things  that  they  bring  from  the  outside  and  not  export  them. 

trade  should  be  permitted 

Senator  George.  It  is  to  cutoff  all  their  trade,  practically.  That  is 
what  this  would  do,  and  they  have  got  to  trade  some  if  they  ever  are 
to  get  back  on  their  feet.  I  do  not  think  we  would  want  to  do  that. 
They  might  get  some  money  through  some  barter  or  exchange. 

Senator  Connally.  They  have.  The  paper  says  there  is  $2  billion  in 
gold  in  their  socks  in  France  alone. 

Senator  George.  They  might  get  it  through  some  exchange  or  barter 
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practices  of  some  sort.  They  might  get  some  outside  supplies  which 
they  could  sell  to  an  advantage. 

Senator  Hatch.  I  may  be  seeing  something  here.  I  want  to  ask  for 
an  interpretation.  If  you  put  the  period  after  "Act"  does  that  limit  it 
strictly  to  the  commodities  we  make  available,  for  instance  wdieat? 

Senator  Conn  ally.  Yes. 

Senator  Hatch.  All  right.  That  is  the  identical  commodity.  France 
does  have  a  wlieat  crop  to  some  extent.  Can  she  go,  now,  and  sell  her 
present  wheat  crop  on  hand  to  some  other  country,  and  export  it  ? 

Senator  Conxally.  This  would  not  prohibit  the  export  of  their  own 
wheat. 

exportation  of  own  identical  commodities 

Senator  Hatch.  It  would  under  the  act  as  originally  drawn.  If  you 
put  the  period  after  the  word  "Act,''  she  could  go  ahead  and  do  that. 

The  Chaip.man.  I  do  not  think  we  should  let  her  do  that. 

Senator  Hatch.  We  are  trying  to  supply  a  deficiency. 

Senator  Barkley.  That  would  assume  that  even  all  the  wheat  we 
are  going  to  furnish  or  may  be  able  to  furnish  under  this  act  will  not 
give  the  French  a  normal  bread  diet,  and  we  would  have  to  assume 
that  France  would  mistreat  her  own  people  by  selling  the  w^heat  she 
has  produced  herself  and  using  what  we  have. 

Senator  Hatch.  I  do  not  think  France  would  do  that  at  all.  I  am 
talking  about  what  would  be  possible. 

Senator  George.  We  can  put  the  period  after  "similar  commodities 
produced  locally." 

The  Chairman.  "Of  commodities  made  available  to  such  country 
under  this  act  or  similar  commodities  produced  locally." 

Senator  George.  Yes.  I  thought  it  was  too  narrow  to  say,  "If  you 
have  any  commodities  or  trade  with  anybody  else,  you  cannot  do  any 
trading  with  those  commodities." 

Senator  Hickenlooper.  I  still  cannot  justify  permitting  any  country 
that  is  in  dire  need  to  ship  materials  that  are  emergency  materials  such 
as  foodstuffs  out  to  some  other  country  while  we  are  f unneling  those 
same  materials  in  from  the  other  side.  That  is  the  thing  that  I  think 
is  attempted  to  be  stopped  by  that  last  phrase. 

Senator  Connally.  It  stops  everything,  if  you  put  the  period  after 
"locally." 

exportation  of  different  commodities 

Senator  Barkley.  Suppose  France  has  something  she  can  sell  that  is 
not  covered  in  this  act  and  the  country  that  needs  that  can  only  pay 
for  it  in  food  or  something  like  that.  It  would  be  a  little  restrictive  to 
say  that  she  cannot  sell  that  food  that  slie  then  takes  in  to  some  other 
country,  although  she  had  to  take  it  in  order  to  sell  something  else. 

Senator  Hickenlooper.  If  France  is  in  vital  need  of  the  food  that  we 
ship  in,  if  she  can  trade  wine  for  food  and  the  food  is  needed  in  France, 
I  think  she  should  use  that  food  in  France  and  relieve  us  of  just  that 
much  of  the  burden. 

Senator  Smith.  I  think  the  point  is  well  taken,  but  I  think  it  would 
be  very  difficult  to  get  that  far  in  their  own  economy.  I  agree  with 
Senator  George  on  the  matter. 

Senator  Connally.  We  want  to  avoid  the  impression  of  putting 
them  in  a  strait  jacket.  That  is  what  they  are  going  to  holler. 

85-654 — 73 16 
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AVOID  UNDUE  TRADE  INTERFERENCE 

Senator  Thomas  of  Utali.  I  would  put  the  period  after  "act"  and 
not  interfere  with  them  unduly. 

Senator  George.  I  would  not  interfere  with  them  any  more  than  we 
can.  Presumably  we  will  not  be  furnishing  them  anything  other  than 
what  they  are  in  short  supply  on — presumably,  I  say. 

Senator  Hickenlooper.  You  do  the  same  thing  when  you  give  them 
stuff  and  let  them  export  stuff  in  place  of  their  own. 

Senator  Thomas  of  Utah.  It  may  be  just  exactly  the  same.  They 
are  increasing  their  economy  and  their  ability  to  take  care  of  them- 
selves, and  if  you  cut  off  that  trade  they  never  will  be  able  to  take  care 
of  themselves. 

Senator  Lodge.  Do  you  think  this  last  paragraph  will  prevent  the 
French  from  exporting  wine  or  the  Italians  from  exporting  olive  oil 
as  it  stands  ? 

Senator  Thomas  of  Utah.  No. 

Senator  Lodge.  This  applies  to  wheat  and  coal  and  the  things  we 
send  in. 

Senator  George.  It  applies  to  something  similar  to  what  we  let 
them  have. 

Senator  Thomas  of  Utah.  The  thing  is,  you  may  have  a  situation 
where  France  produces  a  lot  of  wheat  right  down  in  the  extreme  south- 
east, which  she  ordinarily  exports  to  Italy,  let  us  say.  The  limitation 
is  on  the  whole  country,  you  see. 

Senator  Hickenlooper.  I  would  i-ather  have  France  undertake  the 
burden  of  shipping  that  wheat  from  the  southeast  portion  of  her  own 
country  and  distributing  it  among  her  people  in  need  than  to  put  the 
onus  on  us  to  pay  the  freight  and  ship  it  out  of  our  economy. 

Senator  Thomas  of  Utah.  You  are  taking  care  of  both  France  and 
Italy  by  this  act,  and  they  have  a  type  of  trade  which  is  perfectly 
satisfactory  between  those  two  countries,  but  you  make  it  imj^ossible 
for  them  to  continue  that  trade. 

Senator  Lodge.  Is  there  a  wheat  trade  between  France  and  Italy? 

_  Senator  Thomas  of  Utah.  I  do  not  know.  I  am  thinking  of  a  likely 

situation  where  you  interfere  with  any  kind  of  trade  that  is  established. 

Senator  Lodge.  In  Southeastern  France  they  do  not  grow  wheat,  as 
a  matter  of  fact. 

Senator  Thomas  of  Utah.  I  chose  Southeastern  France  because  it 
was  near  Italy. 

Senator  Hickenlooper.  I  assume  the  philosophy  of  this  bill  is  a  dire 
emergency,  and  the  only  justification  for  this  bill  is  to  get  food  and 
emergency  supplies  into  a  country  that  is  in  desperate  need,  and  I 
cannot  understand  the  philosophy  of  our  furnisliing  tliem  desperately 
needed  supplies  from  our  country  and  giving  them  any  opportunity 
to  divest  themselves  of  emergency  supplies  that  they  may  have  oil 
hand,  and  then  letting  them  make  up  tlieir  deficiencv  from  us. 

If  they  have  ability  to  trade  wine  for  wheat,  does  not  France  have 
any  obligation  to  take  care  of  her  own  people?  I  could  not  tolerate 
in  iny  own  mind  any  other  situation. 

Senator  Hatch.  Would  the  word  "similar"  give  you  any  trouble? 
I  do  not  know  what  "similar  commodities"  niight  be. 
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Senator  George.  It  would  ,^>:ive  plenty  of  trouble  if  they  are  going 
to  have  any  trade  at  all.  I  think  if  you  want  not  to  permit  it,  you  can 
say  "while^  need  therefor  continues,  of  commodities  made  available 
to"  such  country  under  this  act  or  such  commodities  produced  locally, 
or  such  commodities  imported  from  outside  sources;". 

That  would  be  restrictive. 

Senator  Hickenlooper.  That  suits  me  just  fine.  I  will  say  I  prob- 
ably will  take  a  different  view  of  the  long-range  bill  on  this  matter 
of  trade.  I  might  see  more  leeway. 

RESTRICTION    ON    SAME    COMMODITIES 

The  Chairman.  Now  let  us  get  the  language  that  Senator  George 
proposed.  There  seems  to  be  a  basis  of  agreement,  and  we  can  then 
move  on. 

Senator  George.  I  restricted  it  to  the  same  commodities. 

The  Chairman.  How  would  it  read  ? 

Senator  George.  "Made  available  to  such  country  under  this  act  or 
such  commodities  produced  locally  or  such  commodities  imported 
from  outside  sources ;". 

That  will  keep  them  from  doing  that  with  the  things  we  are  f urnish- 
in«.  That  would  be  pretty  restrictive. 

Senator  Barkley.  You  do  not  have  to  use  "such  commodities"  twice. 

Senator  Connally.  Rye  would  be  a  similar  article  to  wheat. 

Senator  White.  Have  you  cut  out  the  word  "similar"? 

The  Chairman.  Yes.  Is  that  agreeable,  Senator  Hickenlooper  ? 

Senator  Hickenlooper.  It  suits  me. 

The  Chairman.  Without  objection,  it  will  be  approved  in  that  form. 

OBSERVATION   OF   DISTRIBUTION 

Next,  "(h)  to  permit  representatives  of  the  Government  of  the 
United  States  to  observe  and  report  on  the  distribution  among  the 
people  of  such  country  with  respect  to  the  commodities  transferred 
or  otherwise  made  available  pursuant  to  this  Act : ) ". 

That  is  agreeable  to  the  Department,  and  is  out  of  the  old  bill. 

Senator  Hatch.  Was  there  not  a  suggestion  about  Austria  in  there, 
or  was  that  somewhere  else  ? 

The  Chairman.  It  comes  a  little  later. 

EQUAL   DISTRIBUTION   SYSTEM  REJECTED 

"(i)  to  provide  for  or  maintain  a  control  system  so  that  all  classes 
of  people  within  the  country  will  receive  their  fair  share  of  essential 
supplies." 

It  is  suggested  that  that  be  changed  to  read  "to  provide  for  or  main- 
tain effective  measures  to  insure  that  all  classes  of  people  within  the 
country  will  receive  their  fair  share  of  essential  supplies." 

Senator  Connally.  I  do  not  want  to  be  a  complainer,  but  I  think 
that  whole  clause  is  unfortunate.  It  seems  that  we  should  be  able  to 
trust  these  people  to  see  that  their  folks  are  not  discriminated  against. 

Senator  Smith.  I  tend  to  agree  with  you.  I  think  we  are  putting  too 
many  things  in  this  bill  implying  bad  faith. 


I 


238 

Senator  Connally.  What  rigrht  have  we  to  assume  that  they  will 
not  make  those  supplies  available  to  everybody  in  need? 

The  Chairman.  This  is  language  borrowed  and  reduced  from  the 
existing  law. 

Senator  Connally.  The  relief  bill,  do  you  mean?  That  does  not 
give  it  any  sanctity,  to  my  mind,  just  because  the  Senate  and  the  House 
passed  it. 

The  Chairman.  That  is  right.  I  have  no  feeling  about  it  one  way  or 
the  other. 

What  is  the  disposition  of  the  committee  ?  Do  you  want  it  in  or  out  ? 

Senator  George.  I  want  to  make  a  change  if  we  are  going  to  leave 
it  in. 

Senator  Smith.  I  would  rather  have  "effective  measures"  than  "a 
control  system"  but  I  would  prefer  having  it  out. 

Senator  Lodge.  Does  the  State  Department  want  it  in  ? 

Dr.  Wilcox.  I  don't  think  the  State  Department  would  object  to  its 
being  taken  out.  All  countries  have  a  rationing  system  now,  so  it  would 
not  make  any  particular  difference. 

The  Chairman.  Those  in  favor  of  leaving  it  out  raise  their  hands. 
It  goes  out. 

presidential  right  to  terminate  assistance 

Section  7  is  a  new  section.  What  is  the  difference  between  the  new 
language  and  the  old  ? 

Dr.  Wilcox.  The  new  language  includes  the  addition  at  lines  20  and 
21  of  paragraph  (b)  directing  the  President  to  terminate  the  provision 
of  assistance  whenever  he  finds,  by  reason  of  changed  conditions,  that 
the  provision  of  assistance  authorized  b}^  this  act  is  no  longer  neces- 
sary or  desirable. 

The  Chairman.  The  Department  is  very  anxious  to  have  that  in. 

Senator  Connally.  That  is  all  right  with  me. 

Senator  Lodge.  I  am  not  a  lawyer,  and  maybe  I  have  missed  the 
point,  but  it  seems  to  me  that  in  this  bill  you  have  the  first  step,  whicli 
is  these  things  in  section  6  that  the  President  shall  do,  and  you  have 
the  third  step,  which  is  the  things  the  President  shall  terminate,  but 
you  have  not  got  the  second  step,  which  is  that  the  President  shall 
supervise. 

The  Chairman.  I  think  that  comes  in  in  the  administrative  section. 
Senator  Lodge. 

Senator  Lodge.  I  wrote  out  this  language.  I  am  not  moving  it :  "It 
shall  be  the  specific  responsibility  of  the  President  to  establish  and 
maintain  continuous  supervision  over  the  execution  of  the  undertak- 
ings prescribed  in  section  6." 

The  Chairman.  Let  us  bring  that  up  when  we  read  the  adminis- 
trative setup. 

Without  objection,  the  new  form  of  section  7  will  be  apj^roved. 

encouragement  of  foreign  assistance 

Now  we  are  over  to  page  8,  line  8. 

"The  President  shall  take  appropriate  steps  to  encoui-age  other 
countries  to  make  available  to  recipient  countries  such  assistance  as 
they  may  be  able  to  furnish." 


239 

The  State  Department  said  that  was  all  right. 

Senator  Connally.  I  do  not  think  it  amounts  to  a  tinker's  damn. 

The  Chairman.  It  does  not  amount  to  that  much,  Senator.  It  is  just 
window  dressing. 

Senator  Connally.  Did  you  say  "windy  dressing"  or  "window 
dressing"  ? 

administration  or  relief  program  vague 

The  Chairman.  Both.  Now  we  are  down  to  section  10,  which  we 
debated  at  some  length  yesterday.  I  do  not  think  there  is  any  funda- 
mental disagreement  between  us  regarding  this  thing.  I  just  want  to 
make  plain  the  objective  I  want  to  reach.  As  the  act  is  written,  it  is  a 
wide  open  door,  and  you  have  absolutely  no  identification  of  what  kind 
of  management  you  are  to  have.  The  President  can  set  up  a  new  show, 
he  can  use  the  old  show,  he  can  name  whom  he  pleases  and  Congress 
has  nothing  to  say  about  it. 

I  just  do  not  think  we  can  get  by  with  an  open-end  arrangement  of 
that  nature. 

Senator  Connally.  Can  he  not  do  that  now  under  the  $350  million 
bill  ?  Can  he  not  do  all  you  say  ? 

The  Chairman.  He  has  to  come  back  to  Congress. 

Senator  Connally.  For  what  ? 

The  Chairman.  For  confirmation. 

Senator  Connally.  I  am  talking  about  right  now. 

The  Chairman.  If  you  will  just  let  me  finish  that  little 
statement 

Senator  Connally.  I  beg  your  pardon.  I  thought  you  were  through. 

The  Chairman.  I  find  that  this  is  going  to  be  the  point  at  which  we 
are  going  to  chiefly  collide  with  the  House,  and  I  think  this  is  the 
result  of  our  good  friend  Mr.  Hoover's  argumentation. 

Senator  Connally.  Which  Hoover  ? 

The  Chairman.  Herbert. 

Senator  Connally.  I  thought  maybe  the  FBI  man. 

house  bill  will  specify  administrative  set  up 

The  Chairman.  The  House,  I  think,  is  quite  likely  to  shove  up  to  us 
what  to  me  is  a  practically  impossible  provision,  that  you  cannot 
initiate  this  program  until  you  have  created  the  instrumentality  to 
administer  the  long-range  plan,  and  that  you  then  turn  this  over  to 
the  long-range  administration.  That  is  just  what  they  are  going  to  try 
to  do.  It  makes,  from  my  point  of  view,  no  sense.  The  administrative 
fimction  of  the  long-range  plan  is  98  percent  a  business  proposition 
in  respect  to  recuperation  and  reconstruction.  This  is  98  percent  a 
relief  proposal.  If  you  did  what  they  are  talking  about  you  would 
have  two  rival  agencies  at  work  in  both  Italy  and  France  and  in 
Austria, 

Nevertheless,  I  point  that  out  just  to  indicate  that  I  do  not  think 
it  is  possible  for  us  to  leave  this  just  openended  with  no  identification 
whatever  of  what  is  to  happen  in  respect  to  administration,  because 
administration  is  the  guts  of  the  whole  thing  when  you  get  around 
to  it,  as  Senator  George  repeatedly  said  yesterday. 
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Now,  how  can  we  arrive  at  that  result,  which  I  am  sure  Senator 
Connally  would  not  quarrel  with,  and  at  the  same  time  accomplish 
the  purpose  he  has  in  mind  ? 

Senator  Connally.  If  you  are  going  to  have  a  row  with  the  House, 
we  had  better  be  just  as  far  over  on  the  other  side  as  they  are  on  that 
side,  so  we  can  maybe  get  a  compromise.  If  we  agree  with  them  in 
advance,  or  partially  agree  with  them,  we  have  taken  away  our 
trading. 

COMMITTEE  SHOULD  MAKE  LANGUAGE  MORE  EXACT 

The  Chairman.  I  did  not  make  myself  clear. 

The  attitude  in  the  House  will  communicate  itself  to  the  Republican 
side  of  the  Senate  in  very  large  measure,  because  I  am  hearing  it.  It 
is  the  one  thing  that  the  men  are  talking  about.  So  I  just  do  not  think 
we  can  go  to  the  floor  with  this  thing  wide  open,  the  way  it  is  written. 

Senator  Connally.  Well  now,  the  President,  regardless  of  what  you 
say  the  Republicans  are  going  to  do  in  the  House  and  Senate,  is  going 
to  be  held  responsible  for  the  administration  of  this  act,  and  I  think 
he  should  be.  It  is  his  baby  and  his  plan,  and  to  require  him  to  sub- 
mit to  this  clause  here  I  do  not  think  is  good  policy. 

Of  course,  I  am  not  going  to  fall  out  with  the  plan  if  you  do  not  do 
it,  but  I  just  think  that  under  that  we  are  appointing  this  man  the 
administrator  by  law,  by  statute. 

Senator  Lodge.  Senator  Connally,  would  you  object  to  saying  ''It 
shall  be  the  specific  responsibility  of  the  President  to  establish  and 
maintain  continuous  supervision'- ?' 

Senator  Connally.  Insofar  as  we  can  maintain  supervision  over  our 
activities.  You  do  not  mean  for  him  to  go  to  Europe  and  supervise 
what  the}^  do  over  there  ? 

Senator  Lodge.  Oh,  no.  I  do  not  mean  him  personally. 

PRESIDENTIAL   RESPONSIBILITY    FOR    GENERAL    SUPERVISION 

Senator  Barkley.  Section  3  of  this  bill  puts  the  responsibility  on 
the  President,  and  so  forth. 

Senator  Lodge.  Does  it  ? 

Senator  Barkley.  I  think  that  this  language  which  you  have  added 
would  not  be  objectionable  if  j^ou  have  put  in  there  "subject  to  the 
provisions  of  Section  3  of  this  Act." 

Senator  Lodge.  It  just  says  he  may,  does  it  not  ? 

Senator  Connally.  No,  it  does  not. 

Senator  Barkley.  "The  President,  acting  through  such  departments, 
agencies  or  independent  establishments  of  the  Government  as  he  shall 
direct,  may,"  and  so  forth.  Nobody  else  has  power  to  allocate  funds. 
Tliat  gives  him  general  supervision  of  it,  and  I  think  that  is  a  respon- 
sibility he  has  to  accept.  But  if  you  put  in  there,  so  there  is  no  incon- 
sistency between  this  language  and  that  of  section  3,  those  words,  it 
does  not  take  away  from  the  President  the  responsibility  of  generally 
supervising  it. 

The  Ciiatr:man.  What  are  your  suggestions? 

Senator  Barkley.  "Subject  to  the  provisions  of  section  3  of  this 
act,  the  responsibility  for  administering  in  Europe  the  program  of 
assistance  provided  for  in  this  act"  and  so  on. 
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The  Chairman.  That  would  be  entirely  agreeable  to  me. 

Senator  Barkley.  It  ties  them  in  together  so  they  have  to  be  inter- 
preted together.  It  does  not  take  away  from  the  President  the  respon- 
sibility. 

The  Chairman.  It  should  not  be  taken  away  from  him. 

Senator  Smith.  The  puri30se  of  this  whole  provision,  as  I  under- 
stand it,  is  to  continue  the  post-UNRRA  relief  program  ratlier  than  to 
set  up  a  new  program.  I  think  it  would  do  it.  I  think  it  is  a  good 
thought. 

Senator  Lodge.  IMr.  Chairman,  do  you  think  that  section  ?>  imposes 
a  responsibility  on  the  President,  with  that  word  "may"  in  it  ? 

Senator  Smith.  There  is  no  responsibility  anywhere  unless  the  Pres- 
ident acts  in  the  matter. 

Senator  Hickenlooper.  If  he  shall,  it  would  not  hurt  to  put  that 
word  in  there,  and  spell  it  out. 

Senator  Barkley.  It  may  strengthen  us  in  the  contemplated  con- 
troversy with  the  House  for  us  to  identify  this  fellow. 

The  Chairman.  It  does.  We  have  an  affirmative  program  of  our 
own. 

section  3  broadens  scope 

Senator  Smith.  I  would  like  to  ask  one  question  in  this  connection. 
The  way  this  is  worded,  suppose  for  some  reason  the  existing  ad- 
ministrator was  found  to  do  something  wrong  and  the  President 
wanted  to  dismiss  him  and  another  administrator  was  set  up  and  con- 
firmed by  tlie  Senate.  Would  not  this  language  be  broad  enough  to  in- 
clude whoever  it  might  be?  We  are  not  simply  saying  that  it  must 
be  Mr.  Allen ;  we  are  saying  whoever  it  may  be  under  the  Act. 

Senator  Wiley.  Even  that  is  subject  to  Senator  Barkley's  section  3. 

Senator  Barkley.  That  is  right. 

Senator  Smith.  I  think  that  would  cover  the  thing. 

The  Chairman.  That  would  be  agreeable.  Would  that  be  agreeable 
to  you,  Senator  Connally  ? 

Senator  Connally.  I  do  not  think  section  3  would  go  as  far  as  I 
would  go. 

Senator  Barkley.  The  only  other  way  you  could  strengthen  it  would 
be  to  use  the  word  "shall"  instead  of  "may". 

Senator  Connally.  Section  3  is  largely  restricted  to  the  handling  of 
funds,  and  so  on  and  so  forth. 

The  Chairman.  Senator,  excuse  me.  Let  me  interrupt  you  at  that 
point.  I  think  it  is  broader  than  that.  Section  3  includes  "through  such 
departments,  agencies,  or  independent  establishments  of  the  Govern- 
ment as  he  shall  direct,". 

Senator  Connally.  All  right,  go  on. 

"May,  by  allocation  of  funds  to  any  such  department,  or  by  making 
funds  available."  I  say  that  is  largely  restricted  to  the  handling  of 
funds. 

The  Chairman.  That  is  the  effective  way  to  do  it. 

Senator  George.  Why  would  you  not  leave  the  President  a  little 
more  latitude  here?  Of  course,  the  State  Department  said  they  were 
going  to  do  this  exactly  like  that.  Why  would  you  not  say,  "The 
responsibility  for  administering  in  Europe  the  program  of  assistance 
provided  for  in  this  Act,  unless  otherwise  directed  by  the  President,"  ? 
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The  Chairman.  That  again  gives  you  a  wide-open  statement.  What 
is  your  answer  to  the  man  who  rises  on  the  floor  and  says,  "Who  is 
going  to  run  this  thin^  ?" 

Senator  George.  We  are  saying  that  this  man  over  there  shall  run 
it  unless  the  President  shall  find  that  somebody  else  ought  to  do  it. 

ADMINISTRATOR  APPOINTED  BY  AND  RESPONSIBLE  TO  PRESIDENT 

Senator  Connally.  I  have  a  suggestion.  It  has  been  suggested  to 
me  that  we  might  meet  the  situation  by  saying  "The  responsibility  for 
administering  in  Europe  the  program  of  assistance  provided  for  in  this 
act  shall  be  vested  in  the  field  administrator  of  foreign  relief  in  ac- 
cordance with  the  instructions  of  the  President." 

The  Chairman.  I  have  no  objection  to  that.  That  puts  the  responsi- 
bility right  on  him. 

Senator  Hickenlooper.  And  that  ought  to  answer  Senator  Lodge. 

Senator  George.  That  is  all  right. 

The  Chairman.  That  is  agreeable  or  Senator  Barkley's  suggestion 
is  agreeable,  either  one. 

Senator  Barkley.  I  do  not  object  to  that. 

Senator  George.  The  only  thing  is,  I  hate  to  say  that  the  President 
shall  take  a  particular  person  in  Europe  to  administer  this  fund.  I 
presume  he  will,  but  I  would  rather  that  he  would  be  wide  open  to 
have  his  say-so. 

Senator  Smith.  He  has  the  appointment  under  the  act  of  May  31. 
He  can  fire  that  fellow  there  and  appoint  somebody  else. 

Senator  Lodge.  What  is  Senator  Connally's  language  ? 

OVERALL  presidential  RESPONSIBILITY 

Senator  Connally.  "In  accordance  with  the  instructions  of  the 
President". 

Senator  Lodge.  That  is  quite  all  right  with  me. 

Senator  Hickenlooper.  Where  would  that  go  ? 

Senator  Barkley.  I  would  put  it  at  the  beginning  of  the  sentence : 
"Subject  to  the  direction  and  instructions  of  the  President,  the  re- 
sponsibility for  administering  in  Europe  *  *  *". 

Senator  Connally.  That  would  be  all  right,  or  "In  accordance  with 
the  direction  of  the  President,  the  responsibility  for  administering  in 
Europe***". 

The  Chairman.  That  is  all  right  with  me. 

Senator  Lodge.  Do  you  think  that  makes  it  clear  that  he  has  the 
responsibility  of  supervision  ? 

The  Chairman.  I  certainly  do. 

Senator  Connally.  He  lias  the  responsibility  for  everything  that 
is  in  the  bill. 

Senator  George.  He  certainly  has  the  responsibility. 

The  (^hairman.  AYithout  objection,  the  section  will  be  approved  in 
the  manner  just  indicated  by  Senator  Connally. 

This  is  not  in  this  bill,  but  you  will  recall  the  request  of  the  State 
Department  for  a  certain  latitude  in  Austria  which  I  would  think  we 
have  to  grant. 

On  that  last  one,  do  you  want  "instructions"  or  "directions"? 

Senator  Barkley.  "Directions"  is  better. 
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Senator  Hickenlooper.  I  thought  you  had  both  there :  "In  accord- 
ance with  the  directions  and  instructions." 

Senator  George.  Do  not  put  too  much  in  there.  "Direction,"  I  think 
is  plenty. 

SPECIAL,  ARRANGEMENT  FOR  AUSTRIA 

The  Chairman.  You  are  familiar  with  the  Austrian  amendment. 
The  Secretary  indicated  yesterday  the  necessity  for  it : 

The  provisions  of  this  Act  relating  to  United  States  supervision,  control  or 
observation  of  distribution  of  supplies  made  available  under  this  Act  shall  not 
apply  to  distribution  of  supplies  in  Austria,  provided  that  the  President  shall 
have  determined,  upon  recommendation  of  the  U.S.  High  Commissioner  for 
Austria,  that  .supplies  furnished  to  Austria  hereunder  are  being  distributed 
under  control  systems  embodied  in  agreements  between  the  High  Commissioner 
and  the  other  occupying  authorities  or  the  Austrian  Government  which  assure 
compliance  with  the  objectives  of  the  occupation  and  with  the  provisions  of  this 
Act  which  are  consistent  therewith. 

Senator  Connally.  Who  is  the  daddy  of  this  one  ? 
Senator  George.  The  State  Department. 

Senator  Connally.  We  are  not  compelled  under  this,  as  I  under- 
stand it,  to  abide  by  the  agreements  with  other  occupying  powers 
because  it  says,  "The  Austrian  Government,"  "the  High  Commissioner 
and  the  other  occupying  powers  or  the  Austrian  Government."  I 
think  that  is  the  saving  clause  in  there. 

Senator  George.  That  is  right.  As  I  understood  the  State  Depart- 
ment the  Austrian  Government  could  do  it,  and  they  would  expect 
the  Austrian  Government  to  do  it.  They  do  not  expect  the  other  oc- 
cupying powers  to  agree. 

Senator  Connally.  Russia  will  not  agree,  and  that  is  why  I  think 
it  is  important  that  the  "or  the  Austrian  Government"  clause  be  in 
there. 

The  Chairman.  Without  objection,  in  the  form  indicated  the  amend- 
ment will  be  added. 

Senator  Smith.  That  will  be  added,  I  think,  to  the  present  section 
10.  This  apparently  was  made  up  in  accordance  with  the  old  section 
9,  which  is  now  section  10. 

The  Chairman.  All  right,  wherever  it  goes. 

Senator  Connally.  I  rather  think  there  are  too  many  words  in 
this  thing,  because  there  is  so  little  in  here  about  the  distribution  in 
foreign  countries  and  we  are  advertising  it  to  the  world  by  putting 
it  in  there. 

Senator  George.  We  are  making  an  exception  in  the  case  of  Austria 
for  reasons  that  from  Lovett's  point  of  view  seemed  materials. 

Senator  Connally.  They  are  good  reasons,  all  right. 

The  Chairman.  That  concludes  the  textual  amendments  by  the 
staff,  except  the  preamble,  which  we  will  discuss  as  soon  as  you  are 
through  with  amendments  to  the  body  of  the  act. 

Are  there  any  other  amendments  that  any  one  wishes  to  pronose 
to  the  body  of  the  act?  ^ 

ACCURACY  OF  FIGURES  DIFFICULT 

Senator  Lodge.  I  have  no  other  amendment,  Mr.  Chairman,  but  I 
must  admit  that  the  more  you  study  this  thing,  the  more  you  are 
impressed  with  the  fact  that  it  is  very  hard  to  be  very  accurate  on 
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these  figures;  $597  million  could  be  $600  million  and  it  could  be  $550 
million,  because  of  the  fluctuations  and  variations  in  it,  and  it  may  be 
that  the  Appropriations  Committee  will  go  into  these  figures  more 
definitely  than  we  have  and  may  come  out  with  a  different  figure. 
Don't  you  think  so  ? 

The  Chairman.  That  is  correct. 

Senator  George.  How  could  it  be  more  than  $597  million,  Senator 
Lodge? 

Senator  Lodge.  They  could  not  come  out  with  a  bigger  one,  could 
they  ? 

Senator  George.  No.  The  Appropriations  Committee  say  they  are 
going  into  it. 

The  Chairman.  Do  you  have  some  amendments  you  want  to  offer? 

Senator  Lodge.  No.  t  just  wanted  to  say  that  in  consideration  that 
might  come  up  in  the  future  which  would  justify  anyone  in  depart- 
ing from  that  figure  of  $597  million  I  do  not  think  there  is  anything 
terribly  firm  about  it. 

Senator  Coxnally.  We  do  not  require  it,  but  I  do  not  think  it  is 
necessary  to  require  them  to  spend  all  of  the  $597  million. 

Senator  George.  We  are  authorizing  an  appropriation  not  to  ex- 
ceed $597  million.  Of  course,  somebody  may  put  in  some  amendments 
with  reference  to  exchange,  change  in  prices,  and  all  that  kind  of 
stuff. 

The  Chairman.  Are  there  any  other  amendments? 

preamble  to  relief  bill 

Well,  then,  let  us  consider  whether  we  wish  to  use  a  preamble.  I 
have  not  seen  this  yet. 

This  is  the  joint  product  of  our  staff  and  the  State  Department. 

Senator  Bark  ley.  It  looks  very  long,  just  to  look  at  it. 

Senator  George.  It  is  a  little  bit  longer  than  the  bill,  isn't  it  ? 

The  Chairman.  Preambles  frequently  are. 

Senator  Connally.  It  takes  a  lot  of  language,  sometimes,  to  say 
nothing. 

The  Chairman.  It  takes  much  more. 

Senatoi-  Connally.  I  have  an  objection  to  the  word  "political"  be- 
fore '"stability." 

The  Chairman.  "AVhereas,  recent  developments  beyond  the  control 
of  peoples  in  various  European  countries  have  seriously  retarded  their 
postwar  economic  recovery  essential  to  political  stability;  and 

Whereas,  these  difficulties  have  affected  particularly  Austria.  France  and 
Italy  throush  the  exhaustion  of  their  linancial  resources  and  the  inahility  to 
purchase  the  food,  fuel,  and  other  commodities  which  are  necessary  if  their 
peojile  and  economies  are  to  survive  the  coming  winter ;  and 

Whereas,  any  further  serious  economic  disintegration  would  jeopardize  Euro- 
pean economic  recovery  based  on  self-help  and  cooperation  ;  and 

Whereas,  Austria,  France  and  Italy  have  specifically  requested  the  United 
States  for  immediate  assistance,  and  have  indicated  their  willingness  to  carry 
out  certain  jiledges  for  the  efficient  and  fair  use  of  supplies  which  may  be  made 
available  to  them  ;  and 

Whereas,  it  is  the  intent  of  Congress  to  promote  the  general  welfare,  national 
interest  and  foreign  policy  of  the  United  States  by  providing  supplies  to  Aus- 
tria, France  and  Italy  on  an  emergency  basis  to  assist  them  to  continue  effectively 
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their  efforts  toward  recovery,  to  prevent  human  suffering,  and  to  protect  their 
national  integrity ;  and 

Whereas,  in  view  of  the  diflSculties  involved  in  furnishing  such  assistance  and 
the  critical  world  shortage  of  essential  commodities,  it  must  be  recognized  that 
no  commitments  can  be  made  to  foreign  countries  to  furnish  assistance  and 
that  United  States  assistance  programs  are  at  all  times  subject  to  reconsidera- 
tion to  meet  changing  circumstances  :  and 

Whereas,  the  people  of  the  United  States  have  consistently  supported  the 
humanitarian  principles  which  are  traditional  in  the  foreign  policy  of  their 
Government ;  and 

Whereas,  the  furnishing  of  such  assistance  to  Austria.  France  and  Italy  is 
a  concrete  expression  of  the  spirit  of  international  cooperation  and  good  will 
urged  upon  the  governments  of  the  world  by  the  Charter  of  the  United  States." 

Senator  Thomas  of  Utah.  I  \yould  cut  off  the  word  "political"  in 
the  first  paragraph.  "Stability"  is  enough. 

The  Chairman.  How  about  "national  stability"  ? 

Senator  Thomas  of  Utah.  No,  I  would  not  do  that,  because  you 
are  going  to  emphasize  the  hope  of  uniting  these  people  in  such  a 
way.  I  think  "stability"  is  sufficient. 

the  Chairman.  "Stability"  is  all  right. 

Senator  Connally.  "Political"  goes  out. 

Senator  Thomas  of  Utah.  You  have  "national  integrity"  down  be- 
low, Senator. 

The  Chairman.  That  is  right.  That  is  where  I  hang  my  hat. 

Senator  Connally.  Why  do  you  say  "various"  countries?  Three 
countries  are  not  very  various.  Won't  we  accentuate  the  fact  that  a 
lot  of  them  are  being  left  out  ? 

The  Chairman.  Suppose  you  just  drop  "various"  and  call 
it  "peoples  in  European  countries."  It  is  the  truth  that  there  are  a  lot 
of  these  other  countries  that  are  about  as  bad  off  as  France  and 
Italy. 

Senator  Barkley.  This  merely  emphasizes  that  conditions  in  Aus- 
tria, Italy  and  France  are  worse  than  in  other  countries,  but  that  to 
some  degree  the  whole  setup  over  there  is  affected  by  these  conditions. 

Senator  Connally.  You  tie  that  in  and  make  a  paragraph  there. 

Senator  Barkley.  Some  of  these  different  "whereases"  might  be 
grouped  together  to  make  it  shorter. 

Senator  Connally.  It  could  have  been  boiled  down. 

Senator  Smith.  Why  is  this  any  better  than  section  2  of  the  bill? 
I  am  not  clear  as  to  why  we  need  this  long  recital  of  whereases. 

Senator  Thomas  of  Utah.  A  whereas  is  a  self-justification. 

preamble  perhaps  unnecessary 

Senator  Lodge.  Do  we  need  a  preamble  at  all  ? 

Senator  Barkley.  In  some  respects  it  is  a  sort  of  apology  for  what 
we  are  doing. 

Senator  Smith.  That  is  the  feeling  I  had.  We  say  here  that  it  is 
the  purpose  of  this  act  "to  provide  immediate  assistance  in  the  form 
of  food,  fuel  and  other  commodities  authorized  herein  urgently  needed 
by  the  peoples  of  Austria,  France  and  Italy,  hereinafter  referred  to 
as  the  recipient  countries,  to  alleviate  conditions  of  intolerable  hunger 
and  cold  and  prevent  serious  economic  retrogression  which  would  jeop- 
ardize any  general  European  economic  recovery  program  based  on 
self-help  and  cooperation." 
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Senator  Lodge.  Section  2  is  snappy  statement  of  the  emergency,  and 
we  go  aliead  then  to  relieve. 

Senator  Connallt.  Frankly,  I  do  not  think  we  need  any  preamble. 
We  are  just  throwing  in  a  lot  more  words  to  be  misconstrued  and  mis- 
understood. The  bill  itself  speaks  for  itself,  it  seems  to  me. 

Senator  Smith.  I  might  make  this  exception,  I  think  the  last  para- 
graph, referring  to  the  United  Nations  might  be  left  in  somewhere. 

Senator  LoDcrE.  I  agree  with  Senator  Connally.  It  does  not  seem  to 
me  that  this  adds  very  much. 

The  Chairman.  I  have  no  feeling  one  way  or  the  other  about  it.  I 
think  the  staff  has  done  an  excellent  job  in  producing  a  preamble  if 
we  are  to  have  one. 

Senator  Lodge.  This  is  as  good  a  preamble  as  we  could  have  if  we 
are  going  to  have  a  preamble,  but  I  do  not  think  we  should  have  a 
preamble. 

Senator  Smith.  I  would  like  to  suggest  that  you  take  the  very  last 
paragraph  and  in  some  way  incorporate  that  idea  so  we  cannot  be 
accused  again  of  bypassing  the  United  Nations. 

The  Chairman.  The  last  paragraph  particularly  appeals  to  me  as  a 
piece  of  window  dressing. 

Senator  Barkley.  There  is  this  about  that.  I  think  it  is  well  to 
emphasize  on  all  occasions  our  loyalty  to  and  belief  in  the  United 
Nations  and  to  try  to  strengthen  it,  but  if  we  do  that  every  time  we 
pass  some  law  that  affects  Europe,  they  might  get  suspicious  after 
awhile. 

Senator  Lodge.  And  someday  we  might  leave  it  out  by  accident  and 
we  would  be  in  trouble. 

Senator  Wiley.  You  do  not  think  they  are  suspicious  now?  You 
say  "after  awhile." 

Senator  Barkley.  I  do  not  want  to  add  to  it. 

The  Chairman.  I  will  be  the  devil's  advocate.  Putting  it  in  may 
raise  questions  which  might  not  otherwise  be  raised  by  somebody  who 
might  say,  "Well,  if  that  is  all  you  can  do,  to  lift  a  little  lip  service, 
you  have  not  done  much." 

I  hate  to  do  this,  after  whipping  the  staff  around  yesterdav  to  pre- 
pare a  preamble  for  us.  Those  in  favor  of  no  preamble  will  raise  their 
hands.  The  whole  preamble  is  out. 

reporting  of  the  bill 

The  question  is  on  the  reporting  of  the  bill.  The  Clerk  will  call  the 
roll. 

Senator  White.  This  is  the  vote  on  reporting  the  bill  ? 

The  Chairman.  Yes,  sir. 

Senator  Barkley.  Before  we  vote,  :Mr.  Chairman.  I  want  to  con- 
gratulate the  chairman  and  all  members  of  the  committee  on  the 
promptitude  and  unanimity  and  the  disinterestedness,  from  anv  point 
of  view,  political  or  geogj-aphical,  in  the  consideration  of  this  bill  and 
the  action  upon  it.  I  think  it  is  a  great  tribute.  It  makes  me  prouder 
and  prouder  that  I  am  a  member  of  this  committee. 

The  Chairman.  That  is  a  very  fine  statement. 

The  Clerk  will  call  the  roll. 

The  Clerk.  Senator  Capper? 
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Senator  Capper.  Aye. 

The  Clerk.  Senator  White  ? 

Senator  White.  Ave. 

The  Clerk.  Senator  Wiley  ? 

Senator  Wiley.  Aye. 

The  Clerk.  Senator  Smith  ? 

Senator  Smith.  Aye. 

The  Clerk.  Senator  Hickenlooper  ? 

Senator  Hickenlooper.  Aye. 

The  Clerk.  Senator  Lodge  ? 

Senator  Lodge.  Aye. 

The  Clerk.  Senator  Connally  ? 

Senator  Connally.  Aye. 

The  Clerk.  Senator  George  ?  t 

Senator  George.  Aye. 

The  Clerk.  Senator  AVagner  ? 

The  Chairman.  He  has  requested  that  he  be  recorded  as  voting 
"Aye". 

The  Clerk.  Senator  Thomas  ? 

Senator  Thomas  of  Utah.  Aye. 

The  Clerk.  Senator  Barkley  ? 

Senator  Barkley.  Aye. 

The  Clerk.  Senator  Hatch  ? 

Senator  Hatch.  Aye. 

The  Clerk.  The  Chairman  ? 

The  Chairman.  Aye. 

Senator  Connally.  I  think,  with  regard  to  what  Senator  Barkley 
said,  it  is  particularly  happy  that  it  is  unanimous,  because  it  will 
fortify  us  all  over  the  country  in  our  attitude,  in  the  fact  that  it  was 
unanimous,  Kepublicans,  Democrats,  young  fellows  and  old  fellows 
and  old  maids  and  grandmothers.  All  are  for  it. 

debate  on  the  bill 

The  Chairman.  I  want  to  ask  one  question,  and  then  we  are  free 
for  the  moment.  The  question  is  one  of  procedure  from  here  out. 

We  can  report  the  bill  tomorrow.  I  doubt  whether  the  report  itself 
could  be  ready  tomorrow. 

Dr.  Wilcox.  I  think  it  would  be  a  little  difficult.  Senator. 

The  Chairman.  Then  the  question  is,  you  could  start  the  debate  Fri- 
day and  perhaps  you  can  run  Saturdaj' — I  don't  know — or  you  can  let 
the  thing  have  a  little  ventilation  and  wait  until  Monday.  I  will  be 
guided  entirely  by  what  the  committee  thinks.  I  think  the  majority 
and  minority  leaders  might  have  priority  of  opinion  on  that  subject. 

Senator  Connally.  I  am  going  to  suggest  that  we  put  it  off  until 
Monday,  and  I  will  tell  you  why.  It  will  have  a  goocl  effect  on  the 
membership  to  let  it  soak  in  on  them  that  we  were  unanimous,  let  them 
get  up  this  report.  The  staff  cannot  get  up  any  report  by  Friday  to 
cover  all  this  thing,  and  I  believe  it  would  be  better  to  not  try  to  force 
it  to  debate  on  Friday. 

Senator  Smith.  When  you  use  "ventilation"  you  mean  give  it  pub- 
licity right  away  ?  I  think  it  will  help  the  House. 
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Senator  Connally.  I  think  it  will  help  the  House  to  let  this  report 
go  out. 

The  Chairman.  What  have  you  to  say,  Senator  White  ? 

FRIDAY  SPEECHES   PROPOSED 

Senator  White.  Mr.  Chairman,  it  has  been  my  thought  right  along 
that  we  should  proceed  with  the  consideration  of  this  at  the  first 
possible  moment  and  consecutively.  I  think  it  perfectly  certain,  how- 
ever, that  we  have  to  run  over  into  next  week. 

My  notion  about  it  would  be  that  we  had  better  have  the  bill  re- 
ported tomorrow,  and  I  think  if  the  two  senior  members  on  this  com- 
mittee, the  chairman  and  the  ranking  minority  member,  could  be 
ready,  it  would  be  a  helpful  thing  to  have  them  make  the  explanatory 
statements  on  Friday  and  then  go  over  until  INIonday.  Have  the  bill 
introduced  tomorrow ;  have  it  in  order  for  consideration  Friday,  and 
get  the  two.  what  I  call  major,  speeches,  a  speech  by  the  chairman  of 
the  committee  and  by  the  senior  minority  member,  made  on  Friday. 
I  think  it  would  be  well  to  have  those  speeches  made  Friday  so  that 
the  country  may  get  the  benefit  of  those  speeches. 

The  Chairman.  The  only  thing  I  propose  to  you  in  that  connection 
is  this :  If  precedent  is  any  criterion,  I  will  be  the  first  man  up,  and 
I  will  be  up  most  of  the  afternoon,  with  Senator  Wherry  and  Senator 
Malone  and  Senator  So-and-So  on  my  tail,  and  I  am  not  clear  that 
we  would  save  any  time.  On  the  other  hand,  there  is  one  thing  I  forgot 
to  mention,  and  that  is  that  we  run  into  Thanksgiving  next  week, 
and  I  certainly  hope  we  can  get  this  bill  out  of  the  Senate  before 
Thanksgiving,  because  I  suspect  we  will  have  considerable  difficulty 
getting  anybody  here  on  Thursday,  Friday,  or  Saturday  of  next 
weekend. 

Senator  White.  Every  other  Senator  you  meet  now  wants  to  know 
how  much  of  a  recess  there  is  going  to  be  over  Thanksgiving.  Some 
of  them  have  the  notion  that  we  ought  to  recess  Monday,  Tuesday, 
Wednesday  and  Thanksgiving  Day.  My  own  notion  about  it  is,  and 
my  own  feeling  about  it  is,  very  much  what  you  have  suggested.  It 
was  somewhat  of  a  hardship  to  press  you  to  make  your  speeches  on 
Friday,  but  if  it  could  be  done  on  Friday,  I  think  there  is  a  possibility 
that  we  might  pass  this  on  Monday,  Tuesday,  or  Wednesday  of  nex"t 
week  and  get  it  back  of  us. 

The  Chairman.  The  Clerk  reminds  me  that  the  hearings  will  not 
be  printed  by  Friday. 

Senator  Connally.  And  the  report  will  not  be  ready.  There  will 
not  be  anybody  here  on  Friday,  anyway. 

Senator  Barkley.  When  will  the  hearings  be  ready  ? 

The  Chairman.  They  will  be  available  on  Monday. 

Senator  Barkley.  I  am  as  anxious  as  you  are  that  this  bill  be  dis- 
posed of  by  Thanksgiving.  If  it  is  not.  I  do  not  see  how  we  can  take 
more  than  a  day's  vacation  for  Thanksgiving,  if  that.  There  is  no 
unbroken  rule  about  taking  a  vacation,  even  on  Thanksgiving  Day. 
Certainly,  though,  it  would  be  most  unfortunate  to  meet  on  Monday. 
Tuesday  and  Wednesday,  and  then  go  over  for  the  rest  of  the  week 
and  leave  it  suspended  in  midair.  If  you  could,  regardless  of  the  ab- 
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sence  of  the  hearinfjs,  make  your  speech  on  Friday  and  Senator  Con- 
nally  could,  it  might  be  quite  a  timesaver.  But  if  you  cannot  without 
justice  to  yourselves  and  the  subject,  I  would  say,  let  it  go  over  until 
Monday,  and  you  can  determine  that  better  than  I  can. 

The  Chairman.  I  am  prepared  at  any  time.  I  am  not  going  to  under- 
take any  particular  forensics. 

Senator  White.  It  seems  to  me  that  what  you  two  gentlemen  want 
about  it  should  be  almost  conclusive  upon  the  rest  of  us. 

The  Chairman.  You  have  the  very  firm  recommendation  of  the 
Senator  from  Texas  that  we  go  oyer  until  Monday. 

Senator  Connai.ly.  I  will  abide  by  whatever  the  committee  wants 
to  do.  It  occurred  to  me  that  to  present  a  bill  of  this  importance  with- 
out any  report  from  the  committee  and  without  any  hearings  is  going 
to  increase  the  time  that  it  will  take  Mr.  Vandenberg  to  make  his 
speech,  because  they  are  going  to  want  to  know  about  this,  that,  and 
the  other. 

Senator  White.  The  absence  of  the  report  is  a  perfectly  good  excuse 
for  not  proceeding  with  it  immediately. 

Senator  Barkley.  I  think  it  is  infinitely  more  important  that  we  get 
the  bill  through  promptly,  than  to  take  2  or  3  days  off. 

FILE   BILL    MONDAY    MORNING 

The  Chairman.  It  might  help  facilitate  passage  if  we  start  on 
Monday  morning  with  the  statement  that  if  this  bill  is  passed  by 
Wednesday  night,  we  can  have  a  weekend  Thanksgiving  recess,  other- 
wise, the  Senate  will  have  to  return  on  Friday  and  sit  on  Saturday 
and  keep  going. 

Senator'BARKLEY.  I  think  that  will  be  very  helpful. 

Senator  Hatch.  You  do  not  anticipate  debate  of  more  than  3  days' 
time? 

Senator  Connally.  You  might  consult  Glen  Taylor  and  Senator 
O'Daniel. 

Senator  White.  Is  it  your  idea  to  sit  on  Friday  of  this  week  ? 

Senator  Barkley.  We  have  to  sit  on  Friday.  We  cannot  adjourn 
from  Wednesday  until  Monday. 

Senator  White.  We  have  adjourned  until  Thursday  and  we  can 
adjourn  from  Thursday  over  until  Monday.  On  Monday  you  would 
have  your  report,  on  Monday  you  would  have  your  speeches  pre- 
pared, and  I  am  not  sure  but  that  that  would  be  better. 

Senator  Barkley.  We  have  no  hearings  or  anything  next  week.  We 
could  meet  at  11  o'clock  each  day. 

The  Chairman.  That  is  right.  Let  us  do  that.  Is  that  agreeable. 
Senator  White?  We  can  just  as  well  start  out  at  11  o'clock  each  day 
next  week. 

Senator  White.  Sure. 

Senator  Lodge.  I  just  want  to  get  clear  on  what  the  understanding 
is. 

The  Chairman.  Without  objection,  the  understanding  will  be  that 
because  the  documentation  will  not  be  ready  until  the  end  of  this 
week,  and  we  do  not  wish  to  go  to  the  floor  without  the  documentation, 
the  bill  will  be  filed  and  debate  will  start  on  Monday  at  11  o'clock.  It 
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is  Senator  Barkley's  siiorgestion  that  we  sit  from  11  each  day.  Do  you 
object  to  that,  Senator  George  ? 

Senator  George.  No,  no.  You  will  not  make  much  by  that,  though. 
Senator  Barkley.  My  point  was  that  we  haven't  anything  else  to 
do.  There  are  no  other  hearings  on. 

Senator  George.  I  would  like  to  get  through  with  it,  so  far  as  I  am 
concerned,  as  quickly  as  we  can,  because  I  probably  will  not  be  here 
to  vote  on  it  unless  you  do.  My  conditions  are  such  at  my  home  that  I 
will  probably  be  going  back  mighty  quickly,  and  I  may  not  even  be 
here  to  vote.  But  that  is  all  right. 

Senator  Conxally.  You  voted  today. 

Senator  George.  I  do  not  think  it  makes  very  much  difference 
whether  you  start  at  11  or  12.  You  do  not  ever  get  anybody  up  until 
12  anyway. 

Senator  Barkley.  I  think  you  will  in  this  case,  because  it  is  a  mat- 
ter of  wide  interest  and  they  haven't  anything  else  to  do. 

Senator  Wiley.  Mr.  Chairman,  now  that  you  have  answered  one 
problem,  what  about  the  long-range  program  ? 
The  Chairman.  Are  we  settled  on  this  ? 
Senator  Wiley.  I  thought  you  said  we  were. 

The  Chairman.  The  Clerk  says  the  Appropriations  Committee 
starts  hearings  on  ISIonday  morning  at  9 :30.  We  had  better  make  it 
12  o'clock  on  IVIonday.  We  will  proceed  from  that  point  on.  Then  the 
statement  will  be  that  we  are  going  to  anticipate  a  weekend  recess  for 
Thanksgiving  if  the  bill  is  passed  by  Wednesday  night,  otherwise  the 
Senators  are  on  notice  that  we  will  have  to  meet  on  Friday  and  Sat- 
urday of  next  week. 
Senator  White.  OK. 

long-range  plan  to  be  separate 

Senator  George.  Now,  Mr.  Chairman,  I  would  like  to  ask  whether 
this  committee  is  going  to  proceed  with  the  long-term  consideration  of 
the  long-term  program  ? 

The  Chairman.  I  cannot  answer  that  question  except  to  this  extent, 
Senator  George.  IMy  personal  feeling  is  that  it  would  be  most  unfor- 
tunate if  the  long-range  program  were  thrown  in  here  until  we  get 
through  with  the  short-range  program,  and  I  have  said  that  cate- 
gorically to  the  President. 

Senator  George.  I  understand  that. 

Of  course,  this  has  to  get  through  the  House,  and  then  get  through 
Congress,  and  then  the  Appropriations  Committees  have  got  to  act. 
There  are  some  2  or  3  weeks  ahead  of  you  at  best,  and  maybe  4. 

The  Chairman.  I  would  think  so. 

Senator  George.  I  personally  do  not  want  to  take  up  the  long- 
range  program,  because  that  is  quite  a  different  horse  of  a  different 
color. 

Senator  Wiley.  Amen. 

The  Chairman.  That  is  several  different  horses,  not  just  one. 

Senator  George.  I  do  not  think  I  can  be  here  continuously  any 
longer.  I  have  been  here  for  a  couple  of  weeks  now.  I  wanted  to  do 
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this  job,  this  part  of  it,  but  I  just  hope  that  we  will  not  go  into  the 
long-range  program. 

Senator  Conxai.ly.  I  do  not  want  to  take  up  the  long-range  pro- 
gram until  we  finish  this  thing.  It  will  gum  it  up.  It  will  just  hinder 
and  delay  and  cause  more  debate  and  agitation.  I  think  we  should 
finish  this.  It  is  temporary,  and  wholly  unrelated  in  every  way. 

Senator  Barkley.  If  we  do  not  take  it  up,  by  which  I  suppose  you 
mean  not  even  go  into  hearings  until  January 

The  Chairman.  No,  I  did  not  say  that.  I  said  until  this  bill  is 
through.  I  think  if  the  short-range  plan  were  wrapped  up  and  finished 
by  the  fifth  of  December,  or  something  of  that  sort,  we  certainly 
should  take  the  next  2  weeks  for  hearings  on  the  long-range  plan  if  it 
is  ready  at  that  time.  There  are  still  a  number  of  things  that  have  to 
be  ironed  out. 

Senator  Barkley.  That  is  the  very  point  I  had  in  mind.  If  we  do 
not  go  through  that  preliminary  procedure  and  get  part  of  the  hear- 
ings out  of  the  way,  and  all  of  tliem  if  possible,  and  behind  us  before 
January,  we  might  run  the  risk  of  not  getting  final  action  on  that  until 
after  the  expiration  of  this  emergency. 

The  Chairman.  Let  us  leave  it  liquid  to  that  extent. 

Speaking  generally,  we  do  not  want  it  brought  up  until  that  is  dis- 
posed of. 

Senator  Connally.  AVhen  you  say  "until  this  is  disposed  of,"  does 
that  mean  until  we  get  the  appropriation  ? 

The  Chairman,  Yes. 

Senator  Connally.  Then  you  will  be  in  .January. 

Senator  Barkley.  If  we  get  the  authorization  enacted  there  will  be 
no  conflict  between  this  committee  and  the  Appropriations  Commit- 
tee in  the  matter  of  hearings  sometime  in  December. 

The  Chairman.  No;  except  that  you  have  thrown  the  whole  thing 
back  into  the  debate  on  the  appropriation,  and  I  would  awfully  like 
to  get  this  basket  of  out  of  here  before  we  start  in  on  a  new  one,  includ- 
ing the  appropriation. 

Senator  Lodge.  Is  not  the  State  Department  still  unready?  They 
have  some  problems  to  work  out  that  are  quite  considerable. 

Senator  Barkley.  I  saw  an  announcement  from  somebody  that  they 
will  be  ready  in  10  days. 

Senator  Wiley.  Will  we  get  the  President's  second  message  before 
we  get  through  with  this  ? 

The  Chairman.  I  do  not  know. 

Senator  Barkley,  I  do  not  know  that  he  has  absolutely  committed 
himself  to  a  second  message. 

Senator  George.  He  said  he  Avould  at  a  later  date  make  certain 
recommendations, 

(Whereupon,  at  12:15  p,m.,  the  hearings  were  adjourned.) 
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Resolution  passed  the  House  on  April  30, 1947. 
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Memorandum  From  Francis  O.  Wilcox,  Chief  of  Staff,  Senate 
Foreign  Relations  Committee 

February  12,  1947. 
Subject :  UNRRA  and  the  Relief  Problem. 

I  talked  with  Dallas  Dort  of  the  State  Department  today  with  respect  to  the 
expiration  of  UXRRA  and  the  request  of  the  Department  for  additional  relief 
funds. 

He  pointed  out  that  there  were  two  things  with  resi>ect  to  the  State  Depart- 
ment request  which  were  exceedingly  important:  (1)  The  need  for  completing 
arrangements  for  additional  funds  by  April  1  since  the  lasit  shipments  under 
UXRRA  leave  our  i>orts  on  March  31:  and  (2)  the  desirability  of  keeping  the 
amount  of  money  to  be  expended  "flexible"  so  that  it  can  be  used  with  resi^ect 
to  any  of  the  five  countries  and  adjustments  made  due  to  changes  that  could 
take  place  in  the  relief  needs  of  particular  countries. 

The  Department  plans  to  submit  a  request  to  cover  needs  in  Poland,  Greece, 
Austria,  Hungary  and  Italy.  The  estimate  will  he  based  upon  an  overall  calorie 
ration  of  2200  per  day  although  it  is  assumed  that  people  in  the  country  will  be 
in  a  better  position  than  those  in  the  city.  The  request  covers  relief  for  all 
inhabitants,  including  children,  although  a  separate  request  may  be  presented 
later  for  the  special  Children's  Fund. 

There  are  a  number  of  controversial  issues  that  may  arise  in  connection  with 
the  Department's  re^iuest.  These  include:  (1)  Is  it  better  to  administer  relief 
on  a  bilateral  basis  rather  than  through  an  international  organization  like 
UNRRA V  Are  we  not  weakening  United  Nations  machinery  if  we  act  more  or 
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less  alone?  (2)  Is  the  amount  requested  adequate  to  meet  the  needs?  Is  it  too 
much?  Do  each  of  the  five  countries  need  relief  and  are  there  other  countries 
not  among  the  five  listed  which  need  it  just  as  much?  (3)  Has  the  Department 
followed  the  recommendations  of  the  si>ecial  committee  on  relief  set  up  by  the 
General  Assembly  in  New  York,  both  with  respect  to  the  states  involved  and  the 
amount  requested?  (4)  To  what  extent  are  other  states  going  to  extend  relief  to 
the  needy  of  Europe?  Will  Britain,  Denmark,  Norway,  Canada  and  others  help? 
(5)  Is  there  any  indication  that  the  United  States  is  using,  or  might  use,  relief 
for  political  purjioses?  (6)  Are  adequate  i)rovisions  made  for -observation  and 
inspection  on  the  part  of  United  States  ofllicials?  What  is  the  method  by  which 
we  will  keep  track  of  the  distribution  of  goods  to  those  in  need?  (7)  What  about 
China?  Will  aid  be  extended  to  people  in  the  Communist  part  of  China  or  will  it 
have  to  funnel  through  the  Nationalist  Government?  (8)  Will  the  Congress  be 
expected  to  appropriate  additional  money  for  the  special  Children's  Fund  even 
though  this  appropriation  is  supposed  to  cover  the  total  needs  of  the  countries 
involved?  (9)  Will  the  sum  allocated  for  relief  purposes  be  divided  among  the 
five  countries  in  such  a  way  that  the  allotments  cannot  be  altered,  or  will  a  total 
amount  be  appropriated  which  can  be  used  flexibly  by  our  government  so  as  to 
meet  changing  relief  needs? 


Department  of  State. 
Washington,  February  24,  19^7. 
Dr.  Francis  O.  W^ilcox, 

Chief  of  Staff,  Foreign  Relations  Committee, 
U.S.  Senate. 

Dear  Francis  :  Pursuant  to  our  telephone  conversation  of  Friday,  I  am  send- 
ing you  a  copy  of  the  relief  bill  in  the  form  in  which  I  understand  it  has  been 
introduced  in  the  House  by  Representative  Eaton.  I  had  a  letter  in  hand  to  send 
you  a  copy  of  the  draft  on  Friday  but  it  took  final  form  before  I  got  the  letter 
out. 

According  to  present  plans,  the  hearings  on  this  bill  will  begin  in  the  Foreign 
Affairs  Committee  on  Tuesday,  February  25,  with  Mr.  Clayton  and  Mr.  Wood  as 
the  principal  witnesses. 
Sincerely  yours, 

DuBwooD  V.  Sandifer, 
Acting  Legislative  Counsel. 
Enclosure :  Joint  Resolution  on  Relief  Legislation. 

joint  resolution 
Providing  for  relief  assistance  to  countries  devastated  by  war 

Whereas  in  certain  countries  devastated  by  the  w-ar  there  will  be  hunger, 
privation  and  suffering  if  relief  assi.^tance  is  not  promptly  proWded  : 

Whereas  the  General  Assembly  of  the  United  Nations  on  December  13,  1946, 
adopted  a  resolution  urging  that  following  the  termination  of  the  United  Nations 
Relief  and  Rehabilitation  Administration,  residual  relief  needs  in  such  countries 
be  met  during  the  ensuing  year  through  the  development  of  the  resi^ective  pro- 
grams of  all  members  of  the  United  Nations  :  and 

Whereas,  for  humanitarian  reasons  and  in  order  to  promote  healthy  economic 
conditions  abroad  which  are  essential  to  the  security  and  economic  well-being  of 
the  United  States  and  of  the  world,  the  Government  of  the  United  States  desires 
to  assist  in  the  furnishing  of  such  relief  :  Therefore  be  it 

Rcsoh^ed  hy  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  Assemhled,  That  there  is  hereby  authorized  to  be  appro- 
priated  to  the   President   not  to  exceed   .$  for  the  pnn-lsion  of  relief 

assistance  to  countries  devastated  by  war.  Relief  assistance  herein  authorized 
to  be  provided  shall  be  confined  to  the  basic  essentials  of  life,  particularly 
medical  supplies,  food,  and  supplies  for  agricultural  ])r()duction. 

Sec.  2.  (a)  Under  the  direction  of  the  Pi-esident,  such  relief  assistance  shall  be 
provided  in  the  form  of  transfers  of  supplies  or  funds  in  such  quantities  and  on 
mich  terms  as  the  President  may  determine;  except  that  no  sucli  transfers  of 
supplies  or  funds  may  be  made  after  .Time  30.  1948. 

(b)  In  carrying  out  this  resolution,  funds  appropriated  pursuant  thereto  may 
be  used  to  pay  necessary  exj)enses  related  to  the  providing  of  such  relief  assist- 
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ance,  including  exiienses  of,  or  incident  to,  procurement,  storage,  transportation 
and  shipment  of  supplies  transferred  under  subsection  (a)  or  of  supplies  pur- 
chased from  funds  transferred  under  subsection  (a). 

(c)  Sums  from  the  appropriations  made  pursuant  to  this  resolution  may  be 
allocated  for  any  of  the  purposes  of  this  resolution  to  any  department,  agency 
or  independent  establishment  of  the  Government  and  such  sums  shall  be  avail- 
able for  obligation  and  expenditure  in  accordance  with  the  laws  governing  obli- 
gations and  expenditures  of  the  department,  agency,  independent  establishment 
or  organizational  unit  thereof,  concerned  and  without  regard  to  Sections  3709 
and  3U4S  of  the  Revised  Statutes,  as  amended  (41  U.S.C.  Sec.  5;  31  U.S.C.  Sec. 
529). 

(d)  Upon  request  of  the  government  of  any  country  to  which  funds  have  been 
transferred  under  subsection  (a),  any  department,  agency  or  independent 
establishment  of  the  Government  (upon  receipt,  from  funds  so  transferred,  of 
advancements  or  reimbursements  for  the  cost  and  necessary  expenses)  may 
furnish,  or  if  advancements  are  made  may  procure  and  furnish,  supplies  coming 
within  the  category  of  relief  assistance  as  defined  in  section  1,  and  may  use  sums 
s;)  received  for  the  purposes  set  forth  in  subsection  (b)  of  this  section.  When 
reimbursement  is  nmde  it  shall  be  credited,  at  the  option  of  the  department, 
agency  or  independent  establishment  concerned,  either  to  the  appropriation,  fund, 
or  account  utilized  in  incurring  the  obligation,  or  to  an  appropriate  appropria- 
tion, fund,  or  account  which  is  current  at  the  time  of  such  reimbursement. 

Sec.  3.  No  relief  assistance  shall  be  provided  under  the  authority  of  this 
resolution  to  any  country  unless  the  government  of  such  country  has  given 
as.surance  satisfactory  to  the  President  that:  (a)  the  supplies  transferred  or 
otherwise  made  available  pursuant  to  this  resolution  as  well  as  similar  supplies 
[iroducetl  locally  or  imported  from  outside  sources  will  be  distributed  among  the 
people  of  said  recipient  country  without  discrimination  as  to  race,  creed  or 
[)Olitical  belief;  (b)  representatives  of  the  Government  of  the  United  States  and 
of  the  press  and  radi:>  of  the  United  Slates  will  be  permitted  to  observe  freely 
and  to  report  fully  regarding  the  distribution  and  utilization  of  said  supplies ; 
and  (c)  upon  re.'uest  of  the  I*re.sident  it  will  furnish  promptly  information  con- 
cerning the  production,  use,  distribution,  import  and  export  of  any  supplies 
which  affect  the  relief  needs  of  the  recipient  country. 

Sec.  4.  The  functions  of  the  President  under  section  2  and  section  3  may,  to 
the  extent  the  President  so  directs,  be  performed  by  the  Secretary  of  State. 

Sec.  .").  The  President  shall  submit  to  the  Congress  quarterly  reports  of  ex- 
penditures and  activities  under  authority  of  this  resolution. 
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IN  THE  HOUSE  OF  KEPRESENTATIVES 

March  20. 1947 

Mr.  Eaton  introduced  the  followino-  joint  resolution;  which  was  referred  to 
tlie  Committee  on  Foreign  xVffairs 

April  9.  1947 

Committed  to  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

and  ordered  to  be  printed 


JOINT  RESOLUTION 

Pi'oviding    for    relief    assistance    to    the    people    of    countries 

devastated   by  ^^'ar. 

1  Resolved  by  (lie  Senate  and  House  of  Representatives 

2  of  the   United   States  of  America  in  Congress   assembled, 

3  That  there  is  hereby  authorized  to  be  appropriated  to  the 

4  President  not  to  exceed  $:55O,000,()OO  for  the  provision  of 

5  rehef  assistance  to  the  people  of  countries  devastated  by  war, 

6  such  relief  assistance  to  be  limited  to  the  following:  Food, 

7  medical  supplies,   processed  and  unprocessed  materials  for 

8  clothing,  fuel,  fertilizer,  pesticides,  and  seed. 

9  Sec.  2.    (a)    Under  the  direction  of  the  President,  such 
10    relief  assistance  shall  be  provided  in  the  form  of  transfers 
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1  of  supplies,  or  the  establishment  in  this  country  of  credits 

2  subject  to  the  control  of  the  President,  in  such  quantities  and 

3  on  such  terms  as  the  President  may  determine;  except  that 

4  no  such  transfers  of  supphes  or  establishment  of  credits  may 

5  be  made  after  June  30,  1948. 

6  (b)    In  carrying  out  this  joint  resolution,  funds  appro- 

7  priated   pursuant   thereto   may   be   used   to   pay  necessar}' 

8  expenses  related  to  the  providing  of  such  relief  assistance, 

9  including  expenses  of  or  incident  to  the  procurement,  stor- 

10  age,    transportation,   and   shipment   of   supphes   transfeiTcd 

11  under  subsection    (a)    or  of  supphes  purchased  from  credits 

12  established  under  subsection   ( a ) . 

12  (c)    Sums  from  the  appropriations  made  pursuant  to 

14  this  joint  resolution  may  be  allocated  for  any  of  the  pur- 

1^  poses  of  this  joint  resolution  to  any  department,  agency, 

1^  or  independent  establishment  of  the  Government  and  such 

1"^  sums  shall  be  available  for  obligation  and  expenditure  in 

1°  accordance  with  the  laws  governing  obligations  and  expendi- 

1^  tures  of  the  department,  agency,  or  independent  estabHsh- 

20  ment,  or  organizational  unit  thereof  concerned,  and  without 

21  regard  to  sections  3709  and  3648  of  the  Revised  Statutes, 
■22  as  amended    (U.  S.  C,  1940  edition,  title  41,  sec.  5,  and 

22  title  31,  sec.  529). 

(d)   When   any   department,   agency,    or   independent 
establishment  of  the  Government  receives  request  from  the. 
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1  government  of  any  country  for  which  credits  have  been 

2  established  under  subsection   (a)   and  receives,  from  credits 

3  so  established,  advancements  or  reimbursements  for  the  cost 

4  and  necessary   expenses,   it   may   furnish,    or   procure   and 

5  furnish    (if  advancements  are  riiade),   supplies  withm  the 

6  category  of  rehef  assistance  as  defined  in  section  1  and  may 

7  use  sums  so  received  for  the  purposes  set  forth  in  subsection 

8  (b)  of  this  section.    When  any  such  reimbursement  is  made 

9  it  shall  be  credited,  at  the  option  of  the  department,  agency, 

10  or  independent  establishment,  concerned,  either  to  the  appro- 

11  priation,  fund,  or  account  utihzed  in  incurring  the  obligation, 

12  or  to  an  appropriate  appropriation,  fund,  or  account  which 

13  is  current  at  the  time  of  such  reimbursement. 

14  Sec.  3.   No  rehef  assistance   shall  be  provided  under 

15  the  authority  of  this  joint  resolution  to  the  people  of  any 

16  country  unless  the  government  of  such  country  has  given 

17  assurance  satisfactory  to  the  President  that   (a)   the  supphes 

18  transferred  or  otherwise  made  available  pursuant  to  this  joint 

19  resolution,  as  well  as  similar  supplies  produced  locally  or 

20  imported  from  outside  sources,  will  be  distributed  among  the 

21  people  of  such  country  without  discrimination  as  to  race, 

22  creed,  or  political  behef ;   (b)  representatives  of  the  Govern- 

23  ment  of  the  United  States  and  of  the  press  and  radio  of  the 

24  United  States  will  be  permitted  to  observe  freely  and  to 

25  report  fully  regarding  the  distribution  and  utihzation  of  such 
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1  supplies;    (c)    full  and  continuous  publicity  will  be  given 

2  within  such  country  as  to  the  purpose,   source,   character, 

3  scope,  amounts  and  progress  of  the  United  States  relief  pro- 

4  gram  carried  on  therein  pursuant  to  this  joint  resolution; 
.5  (d.)  if  food,  medical  supphes,  fertilizer,  or  seed  is  transferred 

6  or  otherwise  made  available  to  such   country  pursuant  to 

7  this  joint  resolution,  no  articles  of  the  same  character  will 

8  be  exported  or  removed  from  such  country  while  need  there- 

9  for  for  relief  purposes  continues ;  (e)  such  countrj^  has  taken 

10  (jr  is  taking,  insofar  as  possible,  the  economic  measures  neces- 

11  sar}^  to  reduce  its  relief  needs  and  to  provide  for  its  own 

12  future  reconstruction;    (f)    upon  request   of  the  President, 

13  it  will  furnish  promptly  information  concerning  the  produc- 

14  tion,  use,  distribution,  importation,  and  exportation  of  any 

15  supplies  which  affect  the  relief  needs  of  the  people  of  such 

16  country;  and  (g)  representatives  of  the  Government  of  the 
1'?  United  States  will  be  permitted  to  supervise  the  distril)u- 
18  tion  among  the  peojde  of  such  country  of  the  supplies  trans- 
it ferred  or  otherwise  made  available  pursuant  to  this  joint 

20  resolution. 

21  Sec.  4.  When  supplies  are  transferred  or  otherwise  made 

22  available  to  any  country  pursuant  to  this  joint  resolution, 

23  the  Presidwit  shall  cause  representatives  of  tJie  Government 

24  of  the  United  States    (1)    to  supervise  the  distribution  of 

25  such  supplies  among  the  people  of  such  country,  and    (2) 
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1  to  observe  and  report  with  respect  to  tlie  carrying  out  of 

2  the  assurances  given  to  the  President  pursuant  to  section  3. 

3  Sec.  5.  (a)   The  President  shall  prompt!}'  terminate  the 

4  provision  of  relief  assistance  to  the  people  of  any  country 

5  whenever  he  determines  ( 1 )  that,  by  reason  of  changed  con- 

6  ditions,   the  provision  of  relief  assistance  of  the   character 
"7     authorized  by  this  joint  resolution  is  no  longer  necessary,  ( 2 ) 
S     that  any  of  the  assurances  given  pursuant  to  section  3  are  not 
^     being  carried  out,   (3)  that  an  excessive  amount  of  any  sup- 

■^^  plies  transferred  or  otherwise  made  available  pursuant  to  this 
^^  joint  resolution,  or  of  similar  supplies  produced  locally  or  im- 
•^^  ported  from  outside  sources,  is  being  used  to  assist  in  the 
-^"^  maintenance  of  armed  forces  in  such  country,  or  (4)  that 
supplies  transferred  or  otherwise  made  available  pursuant  to 
this  joint  resolution,  or  similar  supplies  produced  locally  or 

imported  from  outside  sources,  are  being  exported  or  removed 

17 

from  such  country. 

18 

(b)    Relief  assistance  to  the  people  of  any  country,  under 

19  .  .  . 

this  joint  resolution,  shall,  unless  sooner  terminated  by  the 

20 

President,  be  terminated  whenever  such  termination  is  di- 

21 

rected  by  concurrent  resolution  of  the  two  Houses  of  the 

22    ^ 

Congress. 

23 

Sec.  6.  The  authority  of  the  President  under  sections 

24  . 

2,  3,  and  4  may,  to  the  extent  the  President  directs,  be 

25 

exercised  by  the  Secretary  of  State. 
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1  Sec.   7.  The   President  shall  submit  to   the   Congress 

2  quarterly    reports    of    expenditiu-es    and    activities    under 

3  authority  of  this  joint  resolution. 
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80th  Congress  )    HOUSE   OF  REPRESENTATIVES    (        Report 
1st  Session       \  \       No.  239 


RELIEF   ASSISTANCE   TO   THE   PEOPLE   OF   COUNTRIES 

DEVASTATED  BY  WAR 


April  9,  1947. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


Mr.  Eaton,  from  the  Committee  on  Foreign  Affaii-s,  submitted  the 

following 

REPORT 

[To  accompany  H.  J.  Res.  153] 

The  Committee  on  Foreign  Affairs,  to  whom  was  referred  the  joint 
resolution  (H.  J.  Res.  153)  providing  for  relief  assistance  to  the  people 
of  countries  devastated  by  war,  having  considered  the  same,  report 
favorably  thereon  without  amendment  and  recommend  that  the  joint 
resolution  do  pass. 

This  joint  resolution  was  introduced  as  the  result  of  a  message 
from  the  President  of  the  United  States,  the  text  of  which  is  contained 
in  this  report  for  the  information  of  the  House. 

Message  From  the  President  of  the  United  States  Transmitting  His 
Recommendation  That  the  Congress  Authorize  the  Appropriation  of 
Not  To  Exceed  $350,000,000  To  Assist  in  Completing  the  Great  Task 
OF  Bringing  Relief  From  the  Ravages  of  the  War  to  the  People  of 
THE  Liberated  Countries 

To  the  Congress  of  the  United  States  of  America: 

I  recommend  that  the  Congress  authorize  the  appropriation  of  not  to  exceed 
$350,000,000  to  assist  in  completing  the  great  tasii  of  bringing  relief  from  the 
ravages  of  the  war  to  the  people  of  the  liberated  countries. 

The  period  of  full-scale  supply  operations  by  the  United  Nations  Relief  and 
Rehabilitation  Administration  is  rapidly  drawing  to  a  close.  In  some  of  the 
liberated  countries  UNRRA  will  have  achieved  its  objective  fully,  for  these 
countries  will  once  again  be  self-supporting  so  far  as  the  basic  essentials  of  life 
are  concerned.  In  other  liberated  countries,  however,  this  is  not  yet  the  case. 
Compared  with  what  has  already  been  done,  what  remains  to  be  done  is  relatively 
small  and  limited  in  time  and  scope,  but  nonetheless  vitally  important. 

On  humanitarian  grounds,  and  in  the  light  of  our  own  self-interest  as  well,  we 
must  not  leave  the  task  unfinished.  We  cannot  abandon  the  peoples  still  in 
need.  To  do  so  would  be  to  replace  hope  with  despair  in  the  hearts  of  these  peoples 
and  thus  to  undermiije  the  spiritual  and  economic  stability  upon  which  our  own 
hopes  for  a  better  world  must  rest.  Others  will  help,  but  such  is  the  preponder- 
ance of  our  economic  resources  that  success  cannot  be  achieved  without  us. 
If  we  fail  to  do  our  part,  millions  of  human  beings  will  be  denied  the  elemental 
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necessities  of  life.  Their  strength  and  recuperative  powers,  which  have  been 
slowly  growing,  will  be  undermined.  The  time,  now  in  sight,  when  they  can 
once  more  exist  without  help  and  make  their  contributions  to  the  peace,  prosperity, 
and  progress  of  the  world,  will  be  indefinitely  postponed. 

I  recommend  that  this  relief  assistance  be  given  directly  rather  than  through  an 
international  organization,  and  that  our  contribution  be  administered  under 
United  States  control.  International  cooperation  in  the  program  and  the  neces- 
sary coordination  of  our  relief  activities  with  those  of  other  contributors  can  be 
achieved  by  informal  consultations  with  all  nations  concerned  through  the  mech- 
anism of  the  United  Nations  and  otherwi.se.  I  believe  that  our  relief  contribution 
should  be  used  only  for  providing  the  basic  essentials  of  life,  such  as  medical 
supplies,  food,  and  items  which  will  aid  in  the  production  of  foodstuffs. 

The  authorization  recommended  is  designed  for  the  urgent  relief  needs  for  the 
balance  of  the  year.  The  most  critical  period  will  be  in  the  spring  and  summer 
months,  when  UNRRA  shipments  will  cease  and  the  harvests  are  not  yet  available. 
Swift  legislative  action  is  necessary  if  our  help  is  not  to  come  too  late. 

The  United  States,  in  keeping  with  our  traditions  of  immediate  and  whole- 
hearted response  to  human  need,  has  stood  in  the  forefront  of  those  who  have 
checked  the  forces  of  starvation,  disease,  suffering,  and  chaos  which  threatened 
to  engulf  the  world  in  the  wake  of  the  war.  The  task  is  nearly  finished.  I  urge 
the  Congress  to  act  promptly  to  insure  that  we  do  not  stop  short  of  the  goal; 
that  we  do  not  endanger  the  permanence  of  the  gains  we  have  helped  to  achieve. 

Harry  S.  Truman. 

The  White  House,  February  21,  1947. 

The  committee  began  public  hearings- February  25,  1947,  on  House 
Joint  Resohition  134,  providing  for  relief  assistance  to  countries 
devastated  by  war.  Eleven  meetings  were  held  altogether,  including 
executive  sessions.  A  thorough  and  e.xhaustive  study  was  made  of 
the  proposed  legislation;  the  original  bill  was  redrafted  and  reintro- 
duced as  House  Joint  Resolution  153.  The  committee  then  met  a 
twelfth  time,  March  20,  1947,  and  voted  to  report  favorably  House 
Joint  Resolution  153. 

The  following  witnesses  testified  during  the  hearings: 

Hon.  Herbert  Hoover,  former  President  of  the  United  States. 

Hon.  W.  L.  Clayton,  Under  Secretary  of  State  for  Economic 
Affairs,  Department  of  State. 

Mr.  Tyler  Wood,  deputy  to  the  Assistant  Secretar}'^  of  State  for 
Economic  Affairs. 

Dr.  D.  A.  Fitzgerald,  Secretary  General  of  the  International 
Emergency  Food  Coimcil. 

Mr.  Dallas  Dort,  Adviser  on  Relief  and  Rehabilitation,  Department 
of  State. 

Mr.  Harrington  Noe. 

URGENT    NEED    FOR    PROMPT    ACTION 

Relief  activities  of  UNRRA  in  Europe  are  in  the  process  of  liqui- 
dation. Witnesses  without  exception  before  the  committee  testified 
that  without  some  further  relief  assistance,  many  people  in  war- 
devastated  countries  will  perish,  and  millions  will  be  undernourished. 

RELIEF    NEEDS    IN    1947 

The  General  Assembly  of  the  United  Nations  on  December  13,  194(^ 
sidopted  a  resolution  urging  that  tollowing  the  termination  of  the 
U^nited  Nations  Relief  and  Rehabilitation  Adininislration,  residual 
relief  needs  in  such  countries  be  mot  during  the  ensuing  year  through 
the  development  of  the  lespective  pj-ogram-^  of  all  members  of  the 
United  Nations. 
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Tlie  Department  of  State  has  estimated  minimum  relief  needs  in 
the  calendar  year  1947  for  Austria,  Greece,  Italy,  Hungary,  Poland, 
and  China  at  about  $610,000,000,  excludmg  remaining  UNRRA 
shipments.  The  $350,000,000  requested  in  House  Joint  Resolution 
153  is  57  percent  of  the  estimated  need.  The  Under  Secretary  of 
State,  Mr.  Clayton,  stated  in  his  testimony  before  the  committee: 

This  sum  represents,  in  our  opinion,  our  fair  share  of  the  total  requirement, 
bearing  in  mind  our  capacity  in  relation  to  that  of  other  supplying  countries.  It 
is  57  percent  of  the  estimated  need,  compared  with  our  UNRRA  proportion  of  72 
percent. 

No  specific  contributions  to  these  countries  is  referred  to  in  this 
joint  resolution,  as  it  is  planned  for  relief  to  be  provided  with  due 
regard  to  changing  conditions  and  the  plans  of  other  contributor 
nations.  To  prevent  the  development  of  situations  where  recipient 
nations  may  consider  specific  allocutions  to  be  mflexible  beyond 
change,  and  to  provide  for  changing  conditions,  harvest  yields,  etc., 
the  State  Department  has  requested  that  anticipated  allocations  be 
not  set  forth,  although  tentative  information  has  been  divulged  to 
the  committee  as  to  the  needs  of  the  individual  recipient  nations.  It 
is  not  known  how  much  or  to  what  countries  other  donor  comitries 
may  contribute.  The  United  States  program  of  relief  for  specific 
countries  would  have  to  be  worked  out  in  the  light  of  these  factors. 

The  relief  contemplated  in  this  joint  resolution  is  in  no  sense  a 
continuation  of  UNRRA.  Although  of  the  utmost  m-gency,  it  is 
believed  that  the  problem  can  best  be  handled  by  direct  relief 
rather  than  through  the  cumbersome  mechanism  of  an  international 
agency. 

TYPE    OF    RELIEF    TO    BE    FURNISHED 

Section  1  of  the  joint  resolution  limits  relief  assistance  to  food, 
medical  suppUes,  processed  and  unprocessed  materials  for  clothing, 
fuel,  fertihzer,  pesticides,  and  seed.  The  term  "pesticides"  is  under- 
stood to  mean  insecticides  and  other  preparations  necessary  to  protect 
growing  crops  from  insects,  fungi,  etc. 

BASIC    REQUIREMENTS    TO    BE    MET    BY    RELIEF-RECIPIENT    COUNTRIES 

No  relief  assistance  can  be  provided  to  the  people  of  any  country 
unless  and  until  the  government  of  that  country  gives  assurances  satis- 
factory to  the  President  that: 

1.  There  wUl  be  no  discrimination  in  the  distribution  of  relief 
supplies. 

2.  There  will  be  complete  freedom  of  press  and  radio  of  the  United 
States  to  observe  and  report  on  relief  activities. 

3.  Full  and  continuous  publicity  will  be  given  within  such  country 
as  to  the  purpose,  source,  character,  scope,  amounts,  and  progress  of 
the  United  States  relief  program. 

4.  Such  country  has  taken  or  is  taking,  insofar  as  possible,  steps 
to  reduce  its  relief  needs  and  provide  for  its  own  future  reconstruction. 

5.  Upon  request  of  the  President,  it  will  furnish  promptly  informa- 
tion concerning  production  and  use  which  would  aflfect  its  relief  needs. 

6.  Representatives  of  the  United  States  Government  will  be  permit- 
ted to  supervise  the  distribution  among  the  people  of  such  country 
of  the  relief  supplies. 
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The  President  is  also  required  to  terminate  relief  assistance  when- 
ever it  is  found  to  be  no  longer  necessary  or  whenever  any  excessive 
amount  of  any  relief  supplies  is  being  used  for  the  maintainance  of 
armed  forces,  or  whenever  similar  supplies  produced  locally  or  im- 
ported from  outside  sources,  are  being  exported  or  removed  from  such 
country.  This  provision  would  not  operate  to  prevent  Greece  from 
exporting  a  surplus  quantity  of  olive  oil,  for  instance,  which  would 
be  necessary  to  assist  her  in  obtaining  other  needed  supplies. 

The  President  must  promptly  terminate  relief  assistance  in  the  event 
any  of  these  basic  requirements  are  not  carried  out. 

The  joint  resolution  also  provides  that  the  relief  assistance — 

unless  sooner  terminated  by  the  President,  be  terminated  whenever  such  termi- 
nation is  directed  by  concurrent  resolution  of  the  two  Houses  of  the  Congress. 

SUPERVISION    AND    CONTROL    OF    RELIEF    BY    UNITED    STATES 

REPRESENTATIVES 

The  joint  resolution  specificalh'^  provides  that  the  distribution  of 
relief  supplies  shall  be  supervised  by  representatives  of  the  Govern- 
ment of  the  United  States,  who  are  to  observe  and  report  concerning 
the  application  of  the  basic  requirements  which  must  be  agreed  to 
by  the  governments  of  the  recipient  countries  before  they  will  be 
eligible  for  relief  assistance. 

REPAYMENT    NOT    REQUIRED 

Since  countries  which  receive  relief  are  likely  to  lack  foreign  exchange 
for  a  number  of  years  and  the  small  amount  available  will  be  needed 
to  service  loans  for  reconstruction  pm'poses  and  to  procure  essential 
imports,  the  bill  does  not  requu-e  repayment  for  relief  which  may  be 
made  available. 

METHOD    OF    HANDLING    FUNDS 

Relief  may  be  provided  either  by  direct  transfer  of  supplies  to  a 
foreign  government  or  by  authorizing  the  foreign  government  to 
arrange  for  procurement.  In  the  latter  case  appropriated'  funds  will 
be  made  available  to  meet  the  cost  of  supplies  which  are  purchased 
by  the  foreign  governments  upon  authorization  of  United  States 
\  officials.  Credits  wdl  be  established  from  time  to  time  by  a  deposit 
1  in  Jhs^EeHeiiaL Reserve  Bank  or  other  United  States  depository,  in 
thejiame.fifjLhe-foreigiL.^oyernment.  ^    -      -  "    - 

It  is  provided  that  these  ^recHts  "Mil  be  controlled  by  the  President 
or  his  authorized  agent  so  that  no  withdrawals  can  be  made  by  the 
foreign  government  without  specific  authorization. 

In  some  cases  the  foreign  government  may  request  a  United  States 
agency  to  act  for  it  in  procuring  relief  supplies,  or  rendering  services, 
such  as  transportation,  storage,  etc.,  in  connection  with  this  relief 
progi-am.  The  foreign  government  can  then  advance  funds  to  the 
agency  from  the  credit  established  in  its  name,  or  can  reimburse  the 
agency  from  its  credit,  for  the  supplies  or  services  furnished. 
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COMPLIANCE    OF    REPORT    WITH    RAMSEYER    RULE 

Subsection  (c)  of  section  2  authorizes  the  expenditure  of  funds  with- 
out regard  to  sections  3709  and  3648  of  the  Revised  Statutes,  as 
amended  (U.  S.  C,  1940  edition,  title  41,  sec.  5,  and  title  31,  sec.  529). 

In  accordance  with  clause  2-A  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  there  is  included  in  this  report  the  texts  of  these 
sections  of  the  United  States  Code. 

Sec.  5.  All  purchases  and  contracts  for  supplies  or  services,  in  any  of  the  depart- 
ments of  the  Government,  except  for  personal  services,  shall  be  made  by  advertis- 
ing a  sufficient  time  previously  for  proposals  respecting  the  same,  when  the  public 
exigencies  do  not  require  the  immediate  delivery  of  the  articles,  or  performance  of 
the  service.  When  immediate  delivery  or  performance  is  required  by  the  public 
exigency,  the  articles  or  service  required  may  be  procured  by  open  purchase  or 
contract,  at  the  places  and  in  the  manner  in  which  such  articles  are  usually  bought 
and  sold,  or  such  services  engaged,  between  individuals.      (R.  S.  3709.) 

Sec.  529.  No  advance  of  public  money  shall  be  made  in  any  case.  And  in  all 
cases  of  contracts  for  the  performance  of  any  service,  or  the  delivery  of  articles- 
of  any  description,  for  the  use  of  the  Ignited  States,  payment  shall  not  exceed  the 
value  of  the  service  rendered,  or  of  the  articles  delivered  previously  to  such  pay- 
ment. It  shall,  however,  be  lawful,  under  the  special  direction  of  the  President, 
to  make  such  advances  to  the  disbursing  officers  of  the  Government  as  may  be 
necessary  to  the  faithfiil  and  prompt  discharge  of  their  respective  duties,  and  to 
the  fulfillment  of  the  public  engagements.  The  President  may  also  direct  such 
advances  as  he  may,  deem  necessary  and  proper,  to  persons  in  the  military  and 
naval  service  employed  on  distant  stations,  where  the  discharge  of  the  pay  and 
emoluments  to  which  they  mav  be  entitled  cannot  be  regularly  effected.  (R.  S. 
3648.)  "  - 

CONCLUSION 

The  relief  activities  of  UNRRA  are  ending.  Testimony  of  the 
witnesses  who  appeared  before  the  committee  agreed  that  the  im- 
mediate urgent  problem  is  to  maintain  the  flow  of  relief  supplies  to 
countries  whose  people  are  in  need  and  who  lack  the  funds  to  pay  for 
relief  supplies. 

House  Joint  Resohition  153  provides  for  direct  relief  by  the  United 
States,  rather  than  through  an  international  agency  such  as  UNRRA, 
and  requires  United  States  supervision  and  control.  Rigid  require- 
ments must  be  met  by  relief-recipient  countries  before  relief  can  be 
furnished  and  their  failure  to  keep  faith  would  cause  immediate 
termination  of  relief  assistance. 

These  basic  requirements  include  full  freedom  for  United  States 
representatives  to  observe  and  report  on  relief  operations.  There 
must  be  similar  freedom  for  United  States  press  and  radio.  Full 
credit  must  be  given  the  United  States  in  the  press  and  radio  of 
countries  receiving  relief.  These,  and  other  safeguards  in  the  joint 
resolution,  are  designed  to  insure  the  proper  distribution  of  relief  to 
those  in  need.  The  urgency  of  prompt  action  was  emphasized  by 
witnesses  w^ho  testified  that  without  some  further  relief  assistance,, 
many  people  in  war-devastated  countries  will  perish,  and  milUons  be 
seriously  undernourished.  Delay  would  undermine  much  of  the 
humanitarian  work  heretofore  done  by  our  Government  and  others,, 
cause  much  suffering  and  economic  deterioration,  with  consequences 
to  the  entire  world  not  pleasant  to  contemplate. 
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MINORITY  VIEWS 

Mr.  JoNKMAN,  from  the  Committee  on  Foreign  Affairs,  submitted  the 
following  minority  views  to  accompany  H.  J.  Res.  153 

The  undersigned  fuid  themselves  in  disagreement  with  the  majority 
with  respect  to  the  bill  that  has  been  reported  out.  We  find  that  this 
bill  goes  much  further  in  the  amount  sought  to  be  authorized  and  the 
scope  of  the  relief  program,  as  to  comitries  included,  and  the  manner 
and  duration  of  relief,  than  is  warranted  by  the  actual  circumstances. 
Moreover,  the  matter  of  raising  the  money,  outside  ot  the  350  million 
sought  from  the  United  States  taxpayers,  seems  to  have  been  given 
little  if  any  thought. 

The  origmal  bill  stated  in  its  preamble,  among  other  things,  that — 

Whereas,  for  humanitarian  reasons,  and  in  order  to  promote  healthy  economic 
conditions  abroad  which  are  essential  to  the  security  and  economic  well-being  of 
the  United  States  and  of  the  world,  the  Government  of  the  United  States  desires 
to  assist  in  the  furnishing  of  such  relief:  Therefore — 

And  so  forth. 

This  is  an  admhiistration  bill.  The  loose  thmking  under  which  it 
has  been  brought  to  the  Congress  could  well  support  the  presumption 
that  the  State  Department  felt  that  for  any  Member  of  Congress  to 
oppose  this  legislation  would  mean  that  he  was  wanting  in  humani- 
tarian instmcts,  and  against  the  security  and  economic  well-being  of 
the  United  States,  and  therefore  there  would  be  no  opposition. 

However,  such  a  premise  is  misleading.  The  American  people  have 
every  sympathy  for  the  seriously  undernourished  men,  women,  and 
especially  children  in  other  lands  and  wish  to  help  feed  them  in  accord- 
ance with  our  means.  Members  of  Congress,  as  Americans,  have  the 
same  feelings  and  objectives.  But  as  representatives  of  the  people, 
they  are  bound  by  the  time-honored  maxim  that  "they  must  be  just 
before  they  are  generous  with  the' taxpayers'  money." 

Before  considering  foreign  grants  b}'^  our  Government  for  the  relief 
of  any  and  all  nations  of  the  world  who  may  be  in  destitute  circum- 
stances, we  should  consider — 

(1)  What  resources  and  substance  have  we  at  our  disposal? 

(2)  What  do  we  need  to  maintain  and  support  our  own  wav  of 
life? 

(3)  What  is  sought  of  us  abroad,  and  how  long  will  the  need 
continue? 

(4)  What  good  purpose  will  be  served  by  any  program  we  may 
initiate? 

We  have  to  consider  our  national  debt  of  260  billion;  our  over-all 
national,  State,  and  local  tax  burden  amounting  to  35  percent  of  our 
national  income;  whether  that  national  income,  at  present  amounting 
to  170  billion,  is  temporary  or  permanent.  We  have  to  consider  the 
drain  on  our  production  machine  (already  the  State  Department  ad- 
mits that  we  are  short  two-fifths  of  the  grain  cereals  in  this  program 
and  they  will  have  to  come  from  the  next  fall  crop).  We  must  hcnv 
in  mind  that  these  exports  are  destroying  our  economy  like  a  two- 
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( 

edged  sword  by  their  cost  in  taxes  and  inflation  from  the  resulting 
scarcity. 

In  the  proposed  prodigal  program  to  reach  occupied,  liberated,  and 
even  neutral  nations,  we  will  be  dissipating  our  strength  and  service 
without  having  reached  the  children,  the  men,  and  women  who  really 
need  help,  and  whom  we  could  reach  by  a  judicious,  well-considered 
application  of  the  limited  means  at  our  disposal.  If  we  are  to  relieve 
the  peoples  of  foreign  nations,  it  must  be  done  on  the  limited  scale  of 
seeking  to  meet  only  the  most  desperate  and  necessary  needs,  and 
only  hi  those  countries  where  these  needs  exist. 

It  seems  that  the  administration  has  paid  very  scant  attention  to 
these  considerations. 

In  the  first  place,  we  know  that  this  bill  grows  out  of  the  recom- 
mendation of  the  General  Assembly  of  the  United  Nations,  made 
last  December.  However,  it  made  a  proposal  of  residual  relief  for  a 
term  of  6  months  following  the  termination  of  UNNRA  on  March  31 . 
Herbert  Hoover  also  recommends  a  6  months'  term,  to  end  with  the 
fall  harvest.  The  budget  *contains  a  provision  for  $100,000,000  for 
1947  and  $250,000,000  for  194S.  In  his  message  to  Congress  recom- 
mending this  appropriation,  the  President  stated  relief:  "The  author- 
ization recommended  is  designed  for  the  urgent  relief  needs  for  the 
balance  of  the  year."  But  apparently  to  justify  the  expenditure  of 
the  whole  amount,  the  State  Department  double?  the  term  of  relief. 

The  Under  Secretary  states,  on  page  3  of  the  hearings,  in  accord 
with  the  President's  message,  with  Hoover,  and  the  United  Nations, 
that  the  need  is  "particularly  a«ute  during  the  spring  and  early 
summer  months"  and  that  there  is  every  reason  for  anticipating  that 
these  countries  will  not  need  further  free  relief  after  1947.  Then  in 
the  bill  the  State  Department  asks  for  sufficient  relief  to  operate  until 
June  30,  1948.  When  the  Department  finds  that  our  stock  of  grain 
cereals  is  only  sufficient  for  three-fifths  of  theh-  requirements,  they 
blandly  propose  that  the  other  two-fifths  be  supplied  from  our  crops 
next  fall  (p.  97). 

In  the  second  place,  the  State  Department  asks  for  blank  checks  up 
to  the  amount  of  $350,000,000  to  be  used  in  any  country  they  see  fit. 
It  is  true,  they  say  that  at  the  present  time  they  have  in  mind  six 
countries:  Austria,  Greece,  Hungary,  Italy,  Poland,  and  possibly 
China.  But  that  is  only  their  present  intention,  and  they  reserve 
the  right  to  make  changes  and  additions  if,  in  their  judgment,  the 
money  should  be  devoted  to  other  areas. 

Not  only  that,  but  they  wish  to  keep  secret  the  break-down  of  this 
$350,000,000  and  the  figures  they  have  used  as  the  needs  of  each 
country.  In  other  words,  they  are  asking  the  members  of  the  Com- 
mittee on  Foreign  Affairs  to  stultify  themselves  and  come  to  Congress 
and  the  people,  advocating  the  grant  of  $350,000,000,  without  giving 
the  basis  of  their  calculations.  This  ostensibly  is  none  of  the  business 
of  the  Congress  or  the  people. 

It  is  true,  they  use  as  an  excuse  the  pretext  that  once  the  allocation 
for  each  country  is  given,  that  country  Mill  consider  that  allocation 
as  our  debt  to  them,  and  a  cut  would  cause  dissension.  We  are  not 
impressed  by  this  argument  for  keeping  Congress  and  the  people  in 
the  dark.  How  can  the  State  Department  assure  enforcement  of  the 
stern  conditions  precedent  proposed  in  the  bill  for  the  giving  and  con- 
tinuation of  relief  when  they  show  the  aforesaid  weakness? 
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The  State  Dopartment  proposes  to  lay  down  such  conditions  for  the 
distribution  oi  tliis  reUef  without  discrimination  as  to  race,  creed,  or 
pohti<5al  belief;  that  where  such  assurances  are  not  given,  they  posi- 
tively will  not  2;o  in  and  give  relief;  that  in  such  eases  the  allocated 
amount  will  be  used  in  other  countries.  We  are  not  satisfied  that  such 
conditions  will  be  accepted,  for  instance,  in  Poland  or  Hungary,  which 
are  absolutely  dominated  by  the  Communists;  and  in  such  event  we 
do  not  approve  of  spending  it  in  other  countries  with  prodigality. 
But  even  if  such  conditions  were  accepted  in  those  countries,  does 
anyone  believe  relief  would  go  to  deserving  Polish  patriots  as  freel}^  as 
to  the  members  of  the  Communist  Party  line?  Past  experiences  all 
show  the  contrary. 

We  are  just  as  desirious  of  aiding  those  really  in  need  in  these 
countries  as  any  other  person;  but  if  those  people  cannot  be  reached, 
is  it  wise  to  give  such  supplies  to  the  governments  of  such  countries 
where  they  will  be  used  to  bolster  up  the  Communist  movement? 

There  are  other  considerations  which  fall  almost  within  the  same 
category.  For  instance,  on  page  75  of  the  hearings,  it  is  admitted  by 
the  State  Department  that  by  this  relief  to  Hungary  we  will  be  paying 
Hungary's  reparations  bill  of  23  millions  a  year  to  Russia;  that  if 
Hungary  had  no  reparations  to  pay,  the  relief  would  not  be  needed. 

Then,  in  Greece,  of  course,  there  will  be  duplication  in  that  another 
economic  mission  will  be  set  up  there  under  the  so-called  bUl  for 
$400,000,000  relief  to  Turkey  and  Greece,  with  .which  Paul  Porter 
has  already  admitted  the  undertaking  to  Greece  provided  for  in  this 
bill  should  be  merged. 

It  is  even  questionable  what  provision  this  bill  makes  for  feeding 
undernourished  children  m  the  countries  designated.  Certainly,  they 
should  be  our  first  care  and  consideration.  A  reading  of  page  41  of 
the  hearings  speaks  of  a  future  contribution  for  that  purpose.  Cer- 
tainly, such  supplemental  as  cod-liver  oil  and  milk  for  children  are 
in  as  much  immediate  need  as  anythins:  for  anybody. 

While  the  Greece  and  Turkey  aid  bill  is  primarily  concerned  with 
reconstruction  and  military  aid,  the  bill  presently  under  consideration 
also  transcends  the  bounds  of  strict  relief  and  goes  into  rehabilitation 
and  reconstruction,  as  indicated  on  page  4  of  the  hearings  and  in  the 
bill  itself,  reciting  processed  and  unprocessed  materials  for  clothing 
and  fuel,  while  the  so-called  secret  documents  seem  to  go  even  fur- 
ther than  that. 

The  State  Department,  while  assuming  that  other  nations  will  con- 
tribute as  in  UNNRA,  has  no  assurance  that  they  will  join  us  in  this 
undertaking. 

The  over-all  cost  of  this  relief  undertaking  has  been  set  at 
$610,000,000,  of  which  the  State  Department  proposes  that  we  pay 
57  percent,  or  $350,000,000,  with  the  other  43  percent,  or  $260,000,000, 
to  be  borne  by  other  countries.  However,  this  seems  to  have  had  only 
scant  consideration.  On  page  81  of  the  hearings,  the  State  Depart- 
ment says: 

This  fia;ure  of  $350,000,000  was  in  .some  re.spects  a  figure  based  on  judgment  and 
in  part,  picked  out  of  tlie  air. 

With  reference  to  the  willingness  of  other  nations  to  contribute, 
according  to  the  hearings  on  page  10,  the  only  definite  assurance  they 
had  was  with  reference  to  Great  Britain's  contribution  in  Austria, 
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which  they  claimed  had  ah-eady  received  $40,000,000  from  Britain. 
They  emphasize  this  time  and  again  (pp.  3,  10,  11,  88,  and  90), 
although  on  page  88  it  is  clear  they  are  pessimistic  about  further  aid 
from  Britain.  As  this  seemed  rather  anomalous  that  Britain  would 
be  pulling  out  of  Greece  and  yet  be  distributing  relief  in  Austria, 
inquiry  at  the  proper  source  elicited  the  information  that  this 
$40,000,000  was  a  sterling  loan  to  Austria  and  not  a  grant.  The  State 
Department  later  qualifiod  its  statement  and  admitted  that  it  was 
partly  a  grant  and  partly  a  loan,  and  there  the  matter  stands  with 
reference  to  Britain. 

The  only  other  nation  consulted,  as  far  as  the  record  shows,  was 
Canada.  After  several  discussions,  they  got  no  further  than  that  the 
Canadian  Government  was  sympathetic  and  thinking  about  it. 

Australia  last  year  suffered  severely  from  drought  and  probably  will 
be  unable  to  assist.  Yet  if  other  countries  contribute  in  the  same 
ratio  as  they  did  in  UNRRA,  these  three  countries.  United  Kingdom, 
Canada  and  Australia,  will  have  to  contribute  215  millions  of  the  260 
millions  expected  from  the  other  nations  of  the  world  under  this 
program. 

In  other  words,  the  $260,000,000  to  be  contributed  by  other  coun- 
tries has  by  no  means  been  assured  to  the  State  Department;  nor  do 
they  seem  to  have  considered  whether,  if  any  countries  should  con- 
tribute, these  would  have  to  set  up  their  own  relief  agencies  or  whether 
the  United  States  in  this  venture  would  become  a  fiscal  agent  of 
foreign  countries. 

Finally,  the  State  Department  has  not  made  any  on-the-spot  check 
of  the  needs  in  these  countries.  It  does  not  know  whether  there  is 
scarcity  in  Warsaw  or  Athens;  and  if  so,  which  of  the  two  has  the 
greatest  scarcity.  Its  analysis  of  needs  might  be  very  misleading. 
To  arrive  at  a  country's  needs  it  strikes  a  balance  of  the  excess  of 
estimated  imports  over  exports  and  assumes  that  the  resulting  short- 
age is  the  exchange  needed  to  buy  necessaries  of  life  and  to  prevent 
economic  retrogression.  In  other  words,  if,  as  was  reported  from 
Greece  on  March  29,  she  squandered  her  foreign  exchange  hy — 

importing  19  tons  of  colored  combs  of  all  sizes,  huge  quantities  of  toy  balloons, 
nylon,  and  lipsticks  of  all  shades,  and  other  fantastic  types  of  commodities — 

this  would  raise  her  imports  that  much  in  excess  of  exports ;  and  accord- 
ing to  State  Department  diagnosis,  she  would  need  that  much  more 
exchange  to  purchase  the  necessaries  of  life.  In  other  words,  there 
may  be  no  relation  of  this  unfavorable  trade  balance  to  the  food 
supply.  It  is  similar  to  a  squandering  family  which  may  produce  or 
earn  (export  in  goods  or  services)  $100  a  week  and  spend  (import) 
$125.  It  is  certainly  running  into  trouble  and  will  need  credits  or 
loans,  but  that  does  not  necessarily  mean  that  the  children  are  not 
being  fed,  although,  of  course,  such  may  be  the  case. 

Tlie  same  uncertainty  lies  in  their  proposed  machinery  for  the  dis- 
tribution of  relief.  The  relief  goods  will  be  turned  over  to  the  con- 
trolling governments  for  distribution.  This  is  the  same  hurdle  that 
caused  such  a  miseiable  flop  in  UNRRA.  But  the  State  Department 
savs.  on  page  33  of  the  hearings— 

if  you  did  it  effectively  (direct  distribution  with  American  personnel")  it  would 
take  all  this  maney  to  pa3'^  for  the  personnel  to  look  after  it. 
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The  question  may  well  be  asked:  How  much  of  the  raoney  will  it 
take  to  make  an  effective  check  on  ruling  govemments'distribution? 
We  propose  to  offer  amendments  which  will  reduce  the  authoriza- 
tion in  this  bill  to  $200,000,000  and  provide  that  no  transfers  of  sup- 
plies oi  establishment  of  credits  may  be  made  thereunder  after 
December  31,  1947. 

This  will  more  nearly  meet  all  the  considerations  which  a  judicious 
approach  would  recommend  and  which  is  adequate  to  accomplish  the 
desired  result  if  distribution  is  made  with  reasonable  diligence. 

.Robert  B.  Chiperfield. 
b artel  j.  jonkman. 
Lawrence  H.  Smith. 
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H.  J.  RES.  153 

[Report  No.  153] 


IN  THE  SENATE  OF  THE  UNITED  STATES 

May  ]   (legislative  day,  April  21),  1947 
Read  twice  and  referred  to  the  Committee  on  Foreign  Relations 

May  5  (legislative  day,  April  21).  1947 
Reported  by  Mr.  Vaxdknbekg.  with  an  amendment 

[Strike  out  all  after  the  resolving  clause  and  iri^^ert  the  part  printed  in  italic] 


JOINT  RESOLUTION 

Providing    for    relief    assistance    to    the    people    of    countries 

devastated  by  war. 

1  Resolved  by  the  Seriate  and  House  of  Represenfatives 

2  of  the   United   States  of  America  in  Congress  assembled, 

3  That  there  is  horcljy  authnri^ed  to  he  appropriated  to  the 

4  President  ftot  to  exceed  $i?00, 000,000  le*  the  provision  el 

5  relief  assistance  to  the  people  of  countries  devastated  hy  wf«7 

6  such  relief  assistance  to  he  limited  to  the  following :  Foody 

7  medical  suppliesy  processed  ft«4  unprocessed  materials  fof 

8  clothing,    fttelj    f(TtiHzer,    pesticides.    tt«4    soeds:    Provided, 

9  That  from  the  isUiHs  appropriated  pursuant  te  this  section 
10  -the  President  ma^  make  contributiens  to  the  InternationQl 
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1  Cbildi-cn'o  Emcrgonoy  Fund  of  tfee  United  yatioiia  lef  tbe 

2  spooinl  fw=e  ft«4  foodnig  el  children,  tmd  stw^k  eontri  bat  ions 

3  shfttt  not  be  subject  te  tbe  Hniitations  h«4  re(|uirement!j  jm)- 

4  vided  in  tbis  joint  resobition,  btrt  tfcttef  $15,000,000  bfts 

5  been  so  eontributed,  ne  further  contributions  sbfttt  be  made 

6  which   woukl   cause  the  aggregate   amoimt   so  contributed 

7  b¥  the  United  States,  -f4f  to  eenstitnte  more  thft»  ^  pe? 

8  centum  el  the  nggrcgate  amount  contributed  te  said  I«fi4 

9  b¥  fttt  govemn^ents^  incbiding  the  United  States ;  e?  -fSf  te 

10  exceed   $§0,000,000,    wliichcver   is    the    lesser :    Provided 

11  fnrthvv.  ^Fhftt  nene  el  the  funds  authorized  te  be  appro- 

12  priated  herein  shall  be  expended  in  ef  used  le*  sueh  rcUef 

13  assistance  in  those  countries  whose  goveniments  a^e  domi 
1^  nated  by  the  Union  el  Soviet  Socialistic  Republics  unless 
1^  the  governments  el  the  eeimtries  covered  by  this  amendment 
1^  agree  te  the  following  regulations  which  ftfe  hereby  de- 
1 '  elarcd  te  be  applicable  te  cveiy  country  receiving  ai4  «ftde¥ 
1^  thisAe*7 

19  ^the  Stale  Department  shftH  estai)lish  an4  maintain  e«t 

^^  el  the  funds  herein  authorized  lef  approptiationj  a  relief 

■^1  distribution  mission  ler  each  el  the  countries  receiving  ft44 

under  this  Aetr    This  fcliof   distribution   mission   shall   be 

^^  comprised  solely  el  American  eitizeits  whe  shftH  have  beeft 

approved  as  te  loyalty  a«4  security  by  the  Federnl  Bureau 

el  Investigation.     These  missions  shall  have   direct  super 
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3 

1  vision  ft«4  control   el  yeliof  !!Jin)plio9  m  each   country  im4 

2  when  rt  it*  deemed   desirnble  W  th+^  Amerienn   nuthoritioti 

3  administorino;  the  provir^ionn  el  this  A*t  tlieso  rehef  miw- 

4  sie«t*  sha.ll  he  empowered  te  retain  poHsession  ©I  these  sttp- 

5  pHes  «p  to  the  eit¥  er  hietti  eonmanntv  where  ©«*  rehef 

6  aupphes  di=e  actually  made  available  te  the  ultimat'C  ce«- 
'^    sumers. 

8  Appropriations  authorized  hy  this  jeiftt  resolution  shall 

9  fee  ava41al)lc  foi=  relief  m  A  ustriftr  Greece,  Hungaiy,  Italy, 

10  Poland,  a«4  China:  Provided,  That  the  President,  if  he  shaH 

11  determine  that  emergency  needs  e^ast  ift  a«y  other  countiy 

12  ef    countries,    is    authorized    te    tttih«e    «et    fflore    than 
1^    $16,000,090  f©f  the  puq^ose  el  providing  relief  ift  s«eh  other 

country  ©f  coimtrics. 

Sec.  St  -(ftf  ^tJ«Ief  the  direction  el  the  President,  sueh 
relief  assistance  shall  he  provided  m  the  le«ft  el  transfers 
el  supplies.  Of  tfee  establishment  ift  this  country  el  credits 
Sftbject  te  the  control  el  the  President,  ift  stteh  quantities  aftd 
eft  sttch  terms  as  the  President  ftwy  determine ;  except  thftt 
fto  s«eh  transfers  el  supplies  ef  establishment  el  credits  ««ty 
^^    be  ftmde  altef  Jfttte  ^  i04gr 

-ffef  Ift  carrying  eet  this  jeiftt  resolution,  funds  appro 

23 

priatcd   pursuant   thereto   fimy  fee  «se4  te  pay  ncocssors- 

24 

cxpenoeo  related  te  tfee  providing  el  s«eh  rcHef  assistance, 

25 

including  expenses  el  m  incident  te  tfee  procurement,  ste¥- 
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1  ftgey   transportation   ftft4   shipment   ejf   supplies    transferred 

2  under  subseetion  -(*)-  Of  el  supplies  purelmscd  kem  credits 

3  established  under  subseetion  -(ft)-: 

4  -(f^)-  Sums  from  the  appropriations  made  pursuant  to 

5  i\m  jewrt  resolution  maf«^  be  allocated  fe¥  »«¥  ef  the  pw=- 

6  poses  el  ^iis  jei«t  resolution  to  fmy  department,  agency, 
"7  Of  independent  establishment  el  the  Government  aR4  sueh 
S  sums  shall  be  ft-vailable  for  obligation  a«4  expenditure  i» 
9  ftccordancc  witl^  tbe  kws  govcrnmg  obligations  ftB4  cxpendi 

1^  tures  el  the  department,  agencvT  o¥  independent  establish 

11  ment,  e¥  organizational  ftftit  thereof  eonecTned.  ft«4  without 

1^  regard  te  sectiowt  3709  ft«d  3618  el  tiie  Revised  Statutes, 

1^  fts  amended  -fPr  ^  €^  11)10  edition,  tith?  447  secr  ey  a«d 

14  title  ^  seer  §^^ 

15  -(4)-  Wlien   ftfty   department-,    agency,   e¥   independent 

16  establishment  el  the  Government  receives  request  from  the 

17  government  el  awy  comitiy  k>¥  which   credits  have   been 

18  established  under  su])seetion  -(a)-  a«4  receives^  from  credits 

19  se  established,  advancements  er  reimbursements  le?  tfee  eest 

20  afflt4  necessary   expenses,   it  may  funiish,   e^  procure  a«4 

21  furnish  -(il  advancements  fti=e  made) ,   supplies  within  tite 

22  categoiy  el  rcHef  assistance  as  defined  m  section  -3-  ft«4  may- 

23  ttse  sums  se  received  lef  the  purposes  set  forth  'm  subseetion 

24  -(4)-  el  this  section.    When  tt«y  stteh  reimbursement  is  made 

25  it  shttil  be  credited,  at  tfee  epttoft  el  the  depart mentj  agencj', 
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1  e^  indopondciit  cstabliahmont  concorncd,  eitkef  to  the  appro 

2  priation,  fund,  e¥  fteeemit  utilized  m  ineim-iug  tlie  obligation j 

3  0¥  to  ftft  appro})riatt^  a]>propiiation,  fund,  ^¥  account  which 

4  is  cun'cnt  at  the  time  el  stteh  rciniburscnicnt. 

^  -(e)-  ^fet  more  thtm  40  pef  centum  ef  the  nppropria- 

"    tions  authorized  hy-  this  rcsolutioft  shall  he  expended  ie¥  ^ 

'     procurement  el  relief  suppKeg  m  countries  othcf  thaft  the 

°     United  States.    The  relief  supplies  provided  under  the  tenfis 

el  this  joint  resolutioft  shall  he  procured  aiid  furnished  fey 

■^^    the  appropriate  United  States  procurement  agencies  unless 

^^     the  Prcijident  shrtii  determine  otherwioe. 

Sfier  #7  ^  rehel  assistance  shfth  he  provided  under 
the  authority  el  this  jei«t  resolution  to  the  people  ol  mtf 

countrv  unless  the  government  ol  s«eh  country  has  given 

15 

assurance  satisfactory  to  the  President  that  -fft)-  the  supplies 

1  fi  " 

transferred  or  otherwise  made  available  pm'suant  to  this  joiftt 

17 

resolution,  as  well  as  similar  sui>plies  produced  locally  or 

18 

imported  from  outside  sources-,  will  he  distributed  among  the 

people  ol  sueh  country-  without  discrimination  m  te  race, 

20  •  •         n  ■ 

creed,  or  political  belief;  -fh)-  representatives  ol  rfae  Govern' 

21 

ment  ol  the  United  States  and  ol  the  press  and  radio  ol  the 

22 

United  States  wiH  be  pcnnittcd  to  observe  freely  and  to 

23 

report  felly  regarding  the  distribution  and  utilization  ol  s«eh 

24 

supphes ;  -(e)-  IftH  and  continuous  publicity  wiH  he  given 

25 

mthin  stteh  country  as  to  the  purpose,  source,  character, 
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1  eoopo,  nmoimto  ftft4  ])rogross  i4  the  United  Stotos  relief  pre- 

2  grnm  carried  e»  therein  purrmnnt  to  this  joint  resohition ; 

3  -(4)-  ii  feodr  medical  supplieti,  fertilizer,  m  t^eed  is  transfeiTcd 

4  Of  othenvise  made  avtvilable  to  s«eh  country  pursuant  to 

5  tWs  joint  resolution,  «o  articles  of  the  same  character  wiH 

6  he  exported  o?  removed  from  such  count ly  while  need  there 
^  fe¥  fof  yehel  purposes  continues :  -fef  such  country-  hfts  taken 

"8  Of  is  taking,  insofar  as  possible,  the  economic  measures  neces 

9  sft¥¥  to  reduce  its  relief  needs  ftnd  to  provide  for  its  own 

10  future   reconstruction :   -{4)-  upon   request   of  the   President, 

11  it  wih  furnish  ])romptly  information  concernino;  the  produc 

12  tion,  ttSO;  distnbution.  im])ortation,  and  exportation  of  ttny 

13  supplies  which  affect  the  relief  needs  ol  the  people  of  s«eh 

14  country ;    -{g)-   representatives   of   the   Government   of   the 

15  United  States  ^m^  he  peiTnitted  to  supervise  the  distribu 

16  tioft  among  the  people  of  such  country  of  the  supplies  trans 
1 '  feiTcd  Of  otherwise  made  available  [MU'suant  to  this  joint 
1^  resolution ;  aftd  -(fe)-  that  when  relief  supplies  procured  with 
1^  ■  the  funds  authorized  by  this  joint  resolution  fti=^  sold  fey 
20  RRy  receiving  government  fof  local  currency^  the  amounts 
'-'1  of  such  local  currency  shall  he  deposited  by  thtvt  govenmient 

22  ift  rt  special  occount  ft«4  shall  he  ttsed  oftly  for  relief  ftttd 

23  rehabilitation  purposes  with  the  approval  of  the  duly  autlior 

24  iijt^  rejiresentative  of  the  United  States. 

-•5  Seo.  A^  When  supplies  tife  transferred  oi=  otherwise  made 
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1  available  to  ft»y  countr}'  pursuant  te  tbis  jeiftt  rcaolution, 

2  tbe  prcpidcnt  sbatt  onusc  rcprcGcntativca  ef  tfee  Government 

3  el   ^le    United    Statea   -fif   to    superviae    tfee    distribution 

4  €4  sueb  supplies  among  tfee  people  of  s«eb  countr^%  -(3^ 

5  to  observe  ftft4  report  witb  respeet  to  tfee  carrying  e«*  ol 

6  tl*e  assurances  given  to  tfee  President  pursuant  te  section  &7 

7  a»d  -f^  make  certain  tbo*  reparations  payable  hf  any  stteb 

8  countrv^  te  a«y  ethef  countiy  by  tfe»ty  hft¥e  beea  postponed 

9  during  tbe  period  el  swek  relief. 

10  SeGt  §t  -(ft)-  5%e  President  sfeoH  promptly  terminate  #ie 

11  provision  el  relief  assistance  te  ike  people  el  osy  comitry 

12  whenever  be  determines  -fJ-f  #ia%  by  reason  el  changed  eee- 

13  ditions,  tbe  provision  el  feliel  assistance  el  ^^  character 
1^  authorized  by  this  jeiirt  resolution  is  ne  longer  necessaiy,  -f3^ 
15  *bftt  a«y  el  the  assurances  given  pursuant  te  section  ^  »¥e  »et 
1^  being  carried  etrt^  -f^  Ihftt  a«  excessive  amount  el  ft»y  sttp- 
17  pi^  transferred  of  otherw-isc  made  available  pursuant  te  tfeis 
1^  jeiftfe  resolution,  e¥  el  similar  supplies  produced  leealiy  er  iffl- 
•^^  ported  iFOffl  outside  sources,  h  being  ttsed  te  assist  is  the 

20  maintenance  ei  armed  forces  m  stieb  country;  ef  -(4)-  that 

21  supplies  transferred  er  otlierwise  made  ayailable  pursuant  *e 

22  this  jeift*  resolution,  ef  similar  supplies  produced  locally  er 

23  imported  #em  outside  sources^  *«=e  being  exported  e¥  removed 
2^  from  s«eb  comitry. 

-25.  -^  Eeliel  aasistance  te  the  peep^  el  aay  country,  ttftdey 
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1  ^bis  joint  resolution,  shiill.  unless  soimer  terniinnted  hy  tfee 

2  President,  fee  ternnnuted  whenever^ such  tenuinaiion  h  di- 

3  reoted  hy-  eoneun-ent  resolution  ef  4«^  t-w^^  Houses  el  tfee 

4  Congress. 

5  SeC;  <4t  Relief  assistance  under  tWs  joint  resolution  shall 

6  fee  administered,  te  ^  extent  ffee  President  directs,  hy  a 

7  Relief  xVdniinistrator  wfee  shall  fee  appointed  fey  tfee  Fresi 

8  dent,  fey  ft«4  with  tfee  a^dvice  and  consent  el  tfee  Senate,  a«4 

9  shall  perlonn  s«efe  functions  relatinu;  te  Ae  administration  ef 
1^  #HS  Ae*  fts  the  President  shall  prescrihe. — Tfee  Administrator 
l-'^  shall  receive  swefe  salary  anfl  have  s«efe  steff  as  tfee  President 
^■^  shall  determine. 

-*-^  8Rf^  ^^  The   President  sfeftfe   sufemit   te  tfee   Congress 

^■^  quarterly  reports  ef  expenditures  awi  activities  under 
^^    lUithority  el  4fe«  joint  resolution. 

77jf//  //)f'/7^  ?.s'  hcrehi/  (iiilhorlzcd  to  Ix  (iiijivoprialcd  to  the 
-^'^     Presiflrnl    iiof   to   f.rcpcfl  S--i-'>()J)()(tJf(>(>  for   the   prorision    of 

relief  ns<iisfnr)ce  to  the  peojile  of  coiinti-ics.  drrnstntcd  />//  iror, 
^       svrh   relief  afiftistmiee  to  he  limited  to   the  folloirinrj:   Food, 

medical  svpplieK,   processed  and   )iiiproce,ssed  materials  foi' 

21 

cloth  ill  fi,  fuel,  fertilize)-,  pesticides,  and  seed. 

99 

Sec.  2.   (a)   Under  the  direction  of  the  President,  such 

23 

relief  assistance  shall  he  provided  in   the  fortn   of  transfers 

24 

of  supplies,   or  the   estahlishnient   in    this  coinitrii  of  credits 

25 

subject  to  the  control  of  the  Presidott.  in  such  <piantities  and 
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1  on  such  terms  as  the  President  may  determine;  except  that 

2  7)0  such  transfers  of  snpplies  or  establishment  of  credits  may 

3  be  made  after  June  30,   1048,   and  except   that  not  more 

4  than  6  per  centum   of  the  amount  herein  authorized  to  be 

5  appropriated  shall  be  used  for  the  procurement  of  supplies 

6  outside  the  United  States  and  its  Territorial  possessions. 

^  (b)  In  carrying  out  this  joint  resolution,  funds  appro- 

8  priated   pursuant    thereto    may    be    used    to    pay    necessary 

9  expenses  related  to   the  providing  of  such  relief  assistance, 

10  including  expenses  of  or  incident  to  the  procurement,  stor- 

11  age,    transportation,    and   shipment   of   supplies    transferred 

12  under  subsection   (a)   or  of  supplies  purchased  from  credits 

13  established  under  subsection  (a). 

(c)  Sums  from    the   appropriations  made  pursuant   to 
1^    this  joint  resolution  may  be  allocated  for  any  of  the  pur- 

poses  of  this  joint  resolution  to  any  department,  agency, 
or  independent  estahlishnent  of  the  (rovernment  and  such 
sums-  shall  bt'  available  for  obligation  (tnd  expenditure  in 
accordame  with  the  Jaws  governif)}g  obligations  and  expendi- 
tiires   of  the  department,   agency,   or   independent   establish- 

7ne)it,  or  organizational  unit  thereof  concerned,  and  without 

op 

regard  to  sections  3709  and  3648  of  the  Revised  Statutes, 

as  amended  (U.  S.  C,  1940  edition,  title  41,  sec.  5,  and 
^    title  31,  sec.  529). 

(d)  When    any    department,    agency,    or    independent 
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1  establishment  of  the   Government  receives  request  from   the 

2  government   of   any   country   for   which   credits   have   been 

3  established  under  subsection   (a)   and  receives,  from  credits 

4  so  established,  advancements  or  reimbursements  for  the  cost 
^     and  necessary   expenses,   it   may  furnish,    or   procure   and 


6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 


furnish  (if  advancements  are  made),  supplies  within  the 
category  of  relief  assistance  as  defined  in  section  1  and  may 
use  sums  so  received  for  the  purposes  set  forth  in  subsection 
(b)  of  this  section.  When  any  such  reimbursement  is  made 
it  shall  be  credited,  at  the  option  of  the  department,  agency, 
or  independent  establishment  concerned,  either  to  the  appro- 
priation, fund,  or  account  utilized  in  incurring  the  obligation, 
or  to  an  appropriate  appropriation,  fund,  or  account  which 
is  current  at  the  time  of  such  reimbursement. 

Sec.  3.  No  relief  assistance  shall  be  provided  under 
the  authority  of  this  joint  resolution  to  the  people  of  any 
country  unless  the  government  of  such  country  has  given 
assurance  satisfactory  to  the  President  that  (a)  the  supplies 
transferred  or  otherwise  made  available  pursuant  to  this  joint 
resolution,  as  well  as  similar  supplies  produced  locally  or 
imported  from  outside  sources,  ivill  be  distributed  among  the 
people  of  such  country  without  discrimination  as  to  race, 
creed,  or  political  belief;  (b)  representatives  of  the  Govern- 
ment of  the  United  States  and  of  the  press  and  radio  of  the 
United  States  will   be  permitted   to   observe  freely  and   to 
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1  report  fully  regarding  the  distribution  and  utilization  of  such 

2  supplies;    (c)    fidl   and  continuous  publicity  ivill  be  given 

3  within   such  country  as  to  the  purpose,   source,   character, 

4  scope,  amounts  and  progress  of  the  United  States  relief  pro- 

5  gram   carried  on  therein  pursuant  to  this  joint  resolution; 

6  (d)  if  food,  medical  supplies,  fertilizer,  or  seed  is  transferred 

7  or  othericise  made   available   to  such   country  pursuant   to 

8  this  joint  resolution,   no  articles  of  the  same  character  will 

9  be  exported  or  removed  from  such  country  while  need  there- 

10  for  for  relief  purposes  continues;  (e)  such  country  has  taken 

11  or  is  taking,  insofar  as  possible,  the  economic  measures  neces- 

12  sary  to  reduce  its  relief  needs  and  to  provide  for  its  own 

13  future  reconstruction:  (f)  upon  request  of  the  President, 
14:  it  ivill  furnish  promptly  information  concerning  the  produc- 
15  tion,  use,  distribution,  importation,  and  exportation  of  any 
1^  supplies  ivhich  affect  the  relief  needs  of  the  people  of  such 
1'  country;  (g)  representatives  of  the  Government  of  the  United 
1°  States  will  be  permitted,  to  supervise  the  distribution  among 
1^  the  people  of  such  country  of  the  supplies  transferred  or 
2"  otherwise  made  available  pursuant  to  this  joint  resolution; 
^1  and  (h)  all  supplies  transferred  pursuant  to  this  joint  reso- 
^^  lution  or  acquired  through  the  use  of  credits  established 
^^.  pursuant  to  this  joint  resolution  and  any  articles  processed 
^  from  such  supplies,  or  the  containers  of  such  supplies  or 
^^  articles,  shall,  ta  the  extent  practicable,  be  mar'ked,  stamped, 
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1  branded,   or  labeled  in   a  conspicuous  place  as  legibly,  in- 

2  delihly,    and  permanently   as   the  nature   of  such   supplies, 

3  articles,   or   containers   will  permit   in   such   manner   as   to 

4  indicate  to  the  ultimate  consumer  in  such  country  that  such 

5  supplies  or  articles  have  been  furnished  by  the  United  States 

6  of  America  for  relief  assistance;  or  if  such  supplies,  articles, 
'7     or  containers  are   incapable  of  being  so  marked,  stamped, 

8  branded,  or  labeled,  that  all  practicable  steps  are  taken  to 

9  inform  the  ultimate  consumers  thereof  that  sucJi  supplies  or 

10  articles  have  been  furnished  by  the  United  States  of  America 

11  Iqj,  relief  assistance. 

12  Sec.  4.  Whe?}  supplies  are  transferred  or  ofheravse  made 
1-^  available  to  any  country  pursuant  to  this  joint  resolution, 
1'*  the  President  shall  cause  representatives  of  the  Government 
1^  of  the  United  States  (1)  to  supervise  the  distribution  of 
1"  such  supplies  tnnoug  the  people  of  such  country,  and  (.2) 
1'  to  observe  and  report  ivith  respect  to  the  carrying  out  of 
1°  the  assurances  given  to  the  President  pursuant  to  section  .'i. 
1"  With  respect  to  the  furnishing  of  relief  assistance  to 
^^  the  countries  in  Europe  pursuant  to  this  joint  resolution', 
^^     the   President   shall   appoint,    by    and    irifh    the   advice   and 

consent  of  the  Senate,  an  administrator  ivlio  shall  direct  the 
supervision  in  Europe  of  such  relief  assistance.  Such  ad- 
ministrator shall  receive  compemation  at  a  rate  not  to  exceed 
$12,000  per  annum,   and  any  necessary  expenses,   as  tjtc 
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1  President  shall  determine.     He  shall  act  in  accordance  with 

2  the  instruction!^  of  the  President. 

3  Sec.  5.  (a)  The  President  shall  promptly  terminate  the 

4  provision   of  relief  assistance  to  the  people  of  any  country 

5  whenever  he  determines  {1)   that,  by  reason  of  chanyed  con- 

6  ditions,   the  provision   of  relief  assistance  of  the  character 

7  authorized  by  thi^  joint  resolution  is  no  longer  necessary,  (2) 

8  that  any  of  the  assurances  (jiven  pursuant  to  section  3  are  not 

9  beiny  carried  out,  (3)  that  an  excessive  amount  of  any  sup- 

10  plies  transferred  or  otherwise  made  available  pursuant  tu  this 

11  joint  resolution,  or  of  similar  supplies  produced  locally  or 

12  imported  from  outside  sources,  is  beiny  used  to  assist  in  the 

13  maintenance  of  armed  forces  in  such  country,  or  (4)  that 
■'-^  supplies  transferred  or  otherwise  made  available  pursuant  to 
^^  this  joint  resolution,  or  similar  supplies  produced  locally  or 

imported  from  outside  sources,  are  beiny  exported  or  removed 

17 

from  such  country. 

(b)  Belief  assistance  to  the  people  of  any  country,  under 

this  joint  resolution,  shall,  unless  sooner  terminated  by  the 

90 

President,   be  terminated  whenever  such  termination   is  di- 

21 

reeled  by  concurrent  resolution  of  the  two  Houses  of  the 

Congress. 

23 

Sec.  6.  To  the  extent  that  relief  supplies  procured  with 

24 

ftmds  appropriated  pursuant  to  this  joint  resolution  are  not 

furnished  on  terms  of  repayment  in  dollars,   they  shall  be 
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1  furnished  only  upon  condition  that  the  government  of  the 

2  receiving  country  agree  that  when  it  sells  stich  relief  supplies 

3  for  local  currency  (a)  the  arnounts  of  such  local  currency 

4  will  he  deposited  by  it  in  a  special  account;  (h)  such  account 

5  will  he  used  within  such  country,  as  a  revolving  fund,  until 

6  June  30, 1948,  only  upon  the  approval  of  the  duly  authorized 

7  representative  of  the  United  States,  for  relief  and  work  relief 

8  purposes,   including  local  currency  expenses  of  the   United 

9  States   incident   to   the  furnishing   of  relief;   and    (c)    any 

10  unencumbered  balance  remaiynng  in  such  account  on  June  30, 

11  1948,  will  be  disposed  of  within  such  counting  for  such  pur- 

12  poses  as  the  United  States  Government,  pursuant  to  Act  or 

13  joint  resolution  of  the  Congress,  may  determine. 

14  Sec.  7.  The  authority  of  the  President  under  sections 

15  2,  3,   and  4  may,   to   the  extent   the  President  directs,   be 

16  exercised  by  the  Secretary  of  State. 

17  Sec.   8.  The   President   shall  submit   to    the    Congress 

18  quarterly    reports    of    expenditures    and    activities    undei' 

19  authority  of  this  joint  resolution. 

Passed  the  House  of  Representatives  April  30,   1947. 

Attest:  JOHN  ANDREWS, 

Clerk. 
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Calendar  No.  155 

80th  Congress  )  SENATE  (        Report 

1st  Session       ]  (        No.  153 


PROVIDING  FOR  RELIEF  ASSISTANCE  TO  THE  PEOPLE 
OF  COUNTRIES  DEVASTATED  BY  WAR 


May  5  (legislative  day,  April  21),  1947. — Ordered  to  be  printed 


Mr.  Vandenberg,  from  the  Committee  on  Foreign  Relations,  sub- 
mitted the  following 

REPORT 

•  [To  accompany  H.  J.  Res.  153] 

The  Committee  on  Foreign  Relations,  to  whom  was  referred  the 
joint  resolution  (H.  J.  Res.  153)  providing  for  relief  assistance  to  the 
people  of  countries  devastated  by  war,  unanimously  report  the  resolu- 
tion favorably  to  the  Senate  with  an  amendment  in  the  nature  of  a 
substitute  and  recommend  that  it  do  pass. 

MAIN  PURPOSE  OF  THE  RESOLUTION 

The  main  purpose  of  the  resolution  is  to  authorize  the  appropriation 
of  a  sum  of  money,  not  to  exceed  $350,000,000,  so 'that  the  United 
States  may  provide  its  share  of  the  relief  assistance  still  needed  during 
the  calendar  year  1947  for  the  people  of  the  war-devastated  areas. 
The  assistance  contemplated  will  be  extended  by  the  United  States 
directly  to  the  recipient  countries.  It  will  be  concerned  with  relief 
needs  only;  it  Will  not  extend  to  reconstruction  and  rehabilitation. 
The  resolution  provides  for  ample  safeguards  and  limitations  in  order 
to  insure  that  the  funds  will  be  properly  administered  and  wisely  spent. 
Particular  attention  has  been  given  to  provisions  designed  to  meet 
congressional  objections  which  have  been  raised  with  respect  to  the 
administration  of  UNRRA. 

COMMITTEE  HEARINGS 

On  April  15  the  -Foreign  Relations  Committee  met  in  executive 
session  with  representatives  of  the  Department  of  State  to  discuss 
the  pending  resolution.  Under  Secretary  of  State  Dean  Acheson, 
Mr,  C.  Tyler  Wood,  deputy  to  the  Assistant  Secretary  of  State  for 
Economic  Affairs,  and  Mr.  Dallas  Dort,  adviser  on  relief  and  rehabil- 
itation, analyzed  the  provisions  of  the  resolution  and  outlined  in  some 
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detail  the  relief  needs  of  the  devastated  areas.  On  April  18  the  Honor- 
able Herbert  Hoover  also  appeared  in  executive  session  and  gave  the 
committee  the  benefit  of  his  wide  experience  in  relief  work.  No 
public  hearings  were  held.  The  committee  considered  such  a  course 
unnecessary  in  view  of  the  exhaustive  hearings  held  by  the  Foreign 
Affairs  Committee  of  the  House  of  Representatives  and  in  view  of 
the  fact  that  no  one  asked  to  be  heard.  The  committee  noted  that  a 
number  of  communications  were  received  in  favor  of  the  bill  but  that 
no  opposition  was  expressed. 

Following  a  number  of  concrete  suggestions  put  forth  by  Mr. 
Hoover,  the  committee  met  in  executive  session  on  April  22,  25,  and 
29,  with  representatives  from  the  Department  of  State  to  write  up  the 
resolution.  It  should  be  noted  that  the  committee  took  as  the  basis 
of  its  discussion  House  Joint  Resolution  153  as  it  was  reported  out  by 
the  House  Foreign  Affairs  Committee.  After  the  Senate  Foreign  Re- 
lations Committee  had  completed  its  study  of  the  resolution  some 
additional  amendments  were  approved  on  the  floor  of  the  House. 
The  principles  involved  in  these  amendments  were  discussed  by  the 
Foreign  Relations  Committee  and  some  of  the  amendments  are  in- 
cluded in  the  resolution  as  approved  by  the  committee. 

*      PRESIDENT  Truman's  message  to  the  congress 

The  joint  resolution  was  introduced  as  the  result  of  a  message  from 
the  President  of  the  United  States  to  the  Congress  on  February  21, 
1947,  recomniending  that  an  appropriation  of  $350,000,000  be  author- 
ized for  relief  assistance  to  the  devastated  areas.  For  the  information 
of  the  Senate  the  full  text  of  President  Truman's  message  is  reproduced 
below: 

To.  the  Congress  of  the  United  States  of  America: 

I  recommend  that  the  Congress  authorize  the  appropriation  of  not  to  exceed 
$350,000,000  to  assist  in  completing  the  great  task  of  bringing  relief  from  the 
ravages  of  the  war  to  the  people  of  the  liberated  countries. 

The  period  of  full  scale  supply  operations  by  the  United  Nations  Relief  and 
Rehabilitation  Adnunistration  is  rapidly  drawing  to  a  close.  In  some  of  the 
liberated  countries  UN  ERA  will  have  achieved  its  objective  fully,  for  these 
countries  will  once  again  be  self-supporting  so  far  as  the  basic  essentials  of  life 
are  concerned.  In  other  liberated  countries,  however,  this  is  not  yet  the  case. 
Compared  with  what  has  already  been  done,  what  remains  to  be  done  is  relatively 
small  and  limited  in  time  and  scope,  but  nonetheless  vitally  important. 

On  humanitarian  grounds,  and  in  the  light  of  our  own  self-interest  as  well, 
we  must  not  leave  the  task  unfinished.  We  cannot  abandon  the  peoples  still  in 
need.  To  do  so  would  be  to  replace  hope  with  despair  in  the  hearts  of  these  peoples 
and  thus  to  undermine  the  spiritual  and  economic  stability  upon  which  our  own 
hopes  for  a  better  world  must  rest.  Others  will  help,  but  such  is  the  preponder- 
ance of  our  economic  resources  that  success  cannot  be  achieved  without  us.  If 
we  fail  to  do  our  part,  millions  of  human  beings  will  be  denied  the  elemental 
necessities  of  life.  Their  strength  and  recuperative  powers,  which  have  been 
slowly  growing,  will  be  undermined.  The  time,  now  in  sight,  when  they  can 
once  more' exist  without  help  and  make  their  contributions  to  the  peace,  pros- 
perity, and  progress  of  the  world,  will  be  indefinitely  postponed. 

I  recommend  that  this  relief  assistance  be  given  directly  rather  than  through 
an  international  organization,  and  that  our  contribution  be  administered  under 
United  States  control.  International  cooperation  in  the  program  and  the  neces- 
sary coordination  of  our  relief  activities  with  those  of  other  contributors  can  be 
achieved  by  informal  consultations  with  all  nations  concerned  through  the  mech- 
anism of  the  United  Nations  and  otherwise.  I  believe  that  our  relief  contribu- 
tion should  be  used  only  for  providing  the  basic  essei^tials  of  life,  such  as  medical 
supplies,  food  and  items  which  will  aid  in  the  production  of  foodstuffs. 
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The  authorization  recommended  is  designed  for  the  urgent  relief  needs  for  the 
la^alance  of  the  year.  The  most  critical  period  will  be  in  the  spring  and  summer 
months,  when  UNRRA  shipments  will  cease  and  the  harvests  are  not  yet  available. 
Swift  legislative  action  is  necessary  if  our  help  is  not  to  come  too  late. 

The  United  States,  in  keeping  with  our  traditions  of  immediate  and  whole- 
hearted response  to  human  need,  has  stood  in  the  forefront  of  those  who  have 
checked  the  forces  of  starvation,  disease,  suffering,  and  chaos  which  threatened 
to  engulf  the  world  in  the  wake  of  the  war.  The  task  is  nearly  finished.  I  urge 
the  Congress  to  act  promptly  to  insure  that  we  do  not  stop  short  of  the  goal;  that 
we  do  not  endanger  the  permanence  of  the  gains  we  have  helped  to  achieve. 

Harry  S.  Truman. 

The  White  House,  February  21,  1947. 

TOTAL  RELIEF  NEEDS  FOR  1947 

On  December  11,  1946,  the  General  Assembly  of  the  United  Nations, 
largely  because  of  the  insistence  of  the  United  States,  adopted  a 
resolution  calling  upon  the  individual  members  to  assist  in  furnishing 
relief  when  and  where  it  might  be  needed  during  1947.  While  the 
resolution  recommended  informal  consultations  among  members  of 
the  United  Nations,  in  order  to  coordinate  their  respective  relief 
programs,  it  was  urged  that  such  relief  needs  be  met  through  direct 
arrangements  between  the  contributing  and  recipient  countries.  A 
Technical  Committee  to  analyze  relief  needs  for  1947  was  also  pro- 
vided. This  Committee  reported  a  total  need — not  including  China — 
of  $583,000,000. 

In  consultation  with  the  Technical  Committee  and  with  other 
governments,  and  as  a  result  of  extensive  on-the-spot  surveys,  the 
State  Department,  working  in  close  collaboration  with  other  depart- 
ments of  the  Government,  has  estimated  the  total  needs  for  basic 
relief  for  the  calendar  year  1947  at  approximately  $600,000,000.  This 
figure  excludes  UNRRA  shipments.  Austria,  Greece,  Hungary, 
Italy,  Poland,  and  Trieste  appear  to  need  assistance  and  China  will 
probably  require  certain  imports  to  prevent  suffering  and  starvation 
in  certain  areas.  Other  coim tries  which  have  received  assistance  from 
UNRRA  in  the  past  will  probably  not  rcqu-ire  further  relief. 

UNITED    STATES    SHARE    OF   TOTAL    RELIEF    NEEDS 

The  $350,000,000  authorized  by  this  joint  resolution  represents 
approximately  58  percent  of  the  estimated  total  relief  needs  for  the 
calendar  year  1947.  By  way  of  comparison  pur  contribution  to 
UNRRA  was  72  percent.  Bearing  in  mind  our  capacity,  in  relation 
to  that  of  other  contributing  countries,  the  committee  considered  the 
$350,000,000  figure  a  fair  share  of  the  total  requirements. 

The  $350,000,000  was  arrived  at  following  a  careful  estimate  that 
a  maximum  of  $250,000,000  might  be  contributed  by  other  countries 
'  in  a  position  to  assist.  The  committee  was  advised  that  this  was  an 
optimistic  estimate  and  included  several  countries  which  had  not 
<;ontributed  to  the  UNRRA  program.  Moreover,  the  committee 
was  informed  that  according  to  the  estimates  of  food  experts  food 
shipments  totaling  approximately  $296,000,000  would  be  needed  from 
the  United  States  by  the  devastated  areas  and  would  be  available  for 
export  from  this  country  during  the  calendar  year  1947.  It  will  be 
noted  that  the  $296,000,000  estimate  does  not  include  the  other  types 
of  relief  supplies  listed  in  the  resolution  and  does  not  extend  to  China. 
In  view  of  all  these  considerations  the  committee  considered  that  at 
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least  $350,000,000  would  be  necessary  to  meet  our  share  of  the  relief 
program.  i 

There  are  no  definite  assurances  that  the  remaining  relief  needs 
beyond  the  $350,000,000  will  be  met.  The  British,  Norwegian,  and 
Danish  Governments  have  indicated  their  intention  to  contribute 
specific  amounts  to  certain  needy  countries,  and  it  is  reported  that 
the  Soviet  Union  has  made  an  advance  in  gold  to  Poland  which 
might  be  used  in  part  to  procure  essential  suppliesr  The  Department 
of  State  is  of  the  opinion  that  a  number  of  additional  contributions 
will  be  forthcoming  when  a  final  decision  has  been  reached  with 
respect  to  the  program  of  the  United  States  Government. 

KIND    OF    RELIEF    TO    BE    FURNISHED 

During  the  hearings,  representatives  of  the  State  Department  em- 
phasized the  purely  relief  character  of  the  aid  to  be  furnished.  The 
joint  resolution  specifically  provides  that  the  assistance  contemplated 
is  to  be  limited  to  food,  medical  supplies,  processed  and  unprocessed^ 
material  for  clothing,  fuel,  fertilizer,  pesticides,  and  seed.  There  is  no 
provision  for  machinery  and  tools  or  equipment  for  rehabilitation 
purposes.  Moreover,  rehef  estimates  have  been  computed  on  a  mini- 
mum basis  in  order  to  make  it  possible  to  provide  the  people  of  the 
countries  concerned  with  an  average  of  2,000  to  2,200  calories  per  day. 
This  figure  compares  with  the  3,400-calorie  average  in  the  United 
States. 

THE     COUNTRIES     TO     WHICH     RELIEF     WOULD     BE     GRANTED 

Some  criticism  has  arisen  in  certain  quarters  because  the  resolution 
does  not  specify  the  countries  to  which  assistance  would  be  granted 
and  the  total  amounts  each  would  receive.  As  th£  resolution  stands, 
say  the  critics,  it  is  a  blank  check  enabling  the  President  to  extend 
relief  to  countries  other  than  those  generally  considered  within  the 
scope  of  our  relief  program.  Unless  some  limitation  is  provided,  the 
argument  runs,  the  President  and  the  Congress  may  be  under  con- 
siderable pressure  from  other  governments  desirous  of  securing 
assistance. 

It  is  the  view  of  the  committee,  however,  that  it  would  be  unwise 
to  determine  now  the  total  amount  to  be  allocated  to  any  particular 
State.  Changing  crop  conditions  and  the  evolving  programs  of 
other  contributing  countries  with  which  we  expect  to  cooperate  make 
it  desirable  for  the  United  States  to  be  in  a  position  to  adjust  our  plans 
as  the  situation  may  demand.  Moreover,  if  certain  States  were 
nam.ed  in  the  resolution  and  a  total  announced  for  each  recipient 
country — even  if  the  figures  were  only  tentative — -it  might  be  looked 
upon  as  a  definite  commitment  with  the  people  of  each  country 
assuming  they  had  a  right  to  relief  and  to  the  amount  specified.       *    | 

On  May  3  the  Secretary  of  State  addressed  to  the  chairman  of  the 
Foreign  Relations  Committee  a  letter,  in  which  the  states  at  present 
eligible  for  relief  assistance  are  identified.  Since  the  letter  is  a  posi- 
tive commitment  on  the  part  of  the  State  Department,  and  offers  a 
complete  answer  to  those  who  wish  to  have  the  countries  receiving 
relief  named,  it  is  reproduced  here  in  full. 

My  Dear  Senator  Vandenberg:  In  connection  with  the  proposed  legisla- 
tion authorizing  an  appropriation  of  $350,000,000  for  relief  assistance  (H.  J.  Res. 
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153),  I  wish  to  advise  you  that  the  I^epartment  of  State,  if  given  responsibility 
for  determining  the  beneficiary  countries,  would  not  approve  the  expenditure  of 
more  than  $15,000,000  of  this  amount  for  relief  in  any  other  countries  or  terri- 
tories than  Austria,  Greece,  Hungary,  Italy,  Poland,  Trieste,  and  China.  It  is 
felt  that  not  more  than  $15,000,000  should  be  available  to  meet  emergencies 
which,  while  they  are  not  now  foreseen,  might  arise  in  other  countries  to  which 
we  might  wish  to  render  assistance. 
Sincerely  yours, 

G.  C.   Marshall. 

REPAYMENT    OF    RELIEF   ASSISTANCE    NOT    REQUIRED 

The  resolution  authorizes  the  extension  of  relief  assistance  in  the 
form  of  free  grants.  The  countries  to  which  relief  supplies  are 
expected  to  go  are  all  economically  bankrupt.  They  have  all  been 
devastated  by  war.  Their  tasks  in  the  field  of  rehabilitation  and  re- 
construction are  so  compelling  that  all  of  their  available  resources  and 
foreign  exchange  will  be  sorely  needed  for  some  time  to  come  for  the 
purchase  of  essential  imports  and  for  the  servicing  of  reconstruction 
and  rehabilitation  loans.  Under  the  circumstgtnces,  'the  committee 
agreed  that  it  would  be  unwise  and  unsound  economically  to  require 
such  countries  to  assume  debts  for  consumable  commodities  like  food 
which  do  not  add  to  a  nation's  productive  capacity  thus  permitting 
repayment  to  be  made.  Additional  debts  imposed  upon  them  now  for 
relief  supplies  would  make  extremely  precarious  their  already  weak 
financial  position. 

REQUIREMENTS    TO    BE    MET    BEFORE    RELIEF    WILL    BE    GRANTED 

The  committee  was  impressed  by  the  fact  that  the  proposed  resolu- 
tion sets  forth  a  formidable  hst  of  conditions  which  must  be  met  by 
recipient  countries  before  rehef  will  be  granted  by  the  United  States. 
While  these  conditions  obviously  could  not  guarantee  perfect  results, 
they  should  provide  adequate  assurance  that  the  money  appropriated 
will  be  wisely  spent  and  the  program  carefully  administered.  Specif- 
ically, the  resolution  provides  that  no  relief  assistance  shall  be 
provided  to  the  people  of  any  country  unless  the  government  of  such 
country  has  given  assurance  satisfactory  to  the  President  that  the 
following  requirements  have  been  met: 

1.  There  will  be  no  discrimination  as  to  race,  creed,  or  political 
belief  in  the  distribution  of  rehef  supplies  in  the  recipient  country. 

2.  United  States  officials  and  representatives  of  the  press  and 
radio  will  be  permitted  to  observe  freely  and  report  fully  regarding 
the  use  of  relief  supphes. 

3.  Full  and  continuous  publicity  will  be  given  in  such  country 
as  to  the  nature  and  progress  of  the  relief  program  carried  on  by 
the  United  States. 

4.  If  food,  fertilizer,  and  other  supplies  are  made  available 
to  needy  countries,  no  articles  of  the  same  character  will  be 
exported  or  removed  from  such  country  while  need  therefor  for 
relief  purposes  continues. 

5.  The  recipient  country,  insofar  as  possible,  must  take  the 
measures  necessary  to  reduce  its  relief  needs  and  provide  for  its 
own  future  reconstruction. 
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6.  If  requested  by  the  President,  the  recipient  country  will 
furnish  information  concerning  any  supphes  which  affect  the 
rehef  needs  of  such  country. 

7.  Representatives  of  the  United  States  will  be  permitted  to 
supervise  the  distribution  of  the  supplies  made  available  among 
the  people  of  the  recipient  country. 

The  resolution  as  approved  by  the  committee  also  includes  a  number 
of  additional  restrictions  and  limitations  with  respect  to  the  adminis- 
tration of  the  program.     These  include  the  following: 

1.  Expenditures  for  relief  supplies  outside  the  United  States 
are  limited  to  6  percent; 

2.  Assistance  to  any  country  may  be  terminated  for  various 
reasons  by  the  President  or  by  a  concurrent  resolution  of  the 
Congress; 

3.  Local  proceeds  for  the  sale  of  relief  goods  are  to  be  put  in  a 
special  revolving  fund,  the  use  of  which  must  be  approved  by  the 
United  States;  and 

4.  Relief  supplies  are  to  be  clearly  stamped  and  labeled  so  as 
to  indicate  that  they  have  been  furnished  by  the  United  States. 

These  additional  limitations  are  discussed  in  detail  in  other  sections 
of  this  report. 

TERMINATION    OF    RELIEF    ASSISTANCE 

Relief  to  any  country  may  be  stopped  by  either  the  President  or 
the  Congress.  In  the  event  any  of  the  basic  conditions  listed  above 
are  violated  the  President  must  promptly  terminate  relief  assistance 
to  the  country  in  question.  Likewise  the  President  is  required  to 
discontinue  assistance  whenever  he  finds  it  is  no  longer  necessary,  or 
whenever  an  excessive  amount  of  the  relief  supplies,  or  of  similar 
supplies  imported  or  produced  locally,  is  being  used  for  the  main- 
tenance of  armed  forces,  or  whenever  such  supplies  are  being  exported 
or  removed  from  the  recipient  country.  Finally,  the  Congress,  by 
concurrent  resolution,  may  direct  the  termination  of  the  program  to 
any  country. 

It  has  been_pointed  out  that  the  President  must  stop  relief  ship- 
ments whenever  he  finds  that  relief  supplies  or  similar  supplies 
imported  or  produced  locally  are  being  exported  from  the  country  in 
question.  This  would  seem  to  be  a  reasonable  restriction  since  the 
United  States  would  not  want  a  country  to  build  up  its  export  of 
grain  by  means  of  the  wheat  shipments  it  received  under  our  relief 
program.  Such  a  provision,  however,  would  not  operate  to  prevent " 
Greece,  for  example,  from  exporting  a  surplus  quantity  of  olive  oil 
merely  because  she  receives  other  foodstuffs  from  us.  Such  exports 
are  essential  if  devastated  countries  are  to  be  able  to  obtain  other 
badly  needed  supplies. 

ADDITIONAL     RESTRICTIONS     APPROVED     BY     THE     FOREIGN     RELATIONS 

COMMITTEE 

Following  its  executive  session  with  former  President  Hoover,  the 
committee  invited  Mr.  Hoover  to  submit  his  specific  suggestions  iu 
the  form  of  a  memorandum.  This  was  done  and  the  committee, 
meeting  with  officials  of  the  State  Department,  examined  Mr.  Hoover's 
proposals  with  extreme  care.     As  a  result,  four  important  amendments 
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were  added  to  the  joint  resolution  which  the  Foreign  Affairs  Com- 
mittee of  the  House  had  previously  approved. 

FIRST  amendment:   relief  expenditures  outside  united  states 

LIMITED  TO  6  PERCENT 

The  first  amendment  would  limit  to  6  percent  of  the  total  the 
amount  of  moiiey  which  could  be  spent  for  the  procurement  of  supplies 
outside  the  United  States  and  its  territorial  possessions.  The  com- 
mittee members  were  in  complete  agreement  that  nearly  all  the  funds 
appropriated  shoidd  be  used  for  purchases  within  the  United  States. 
There  are  some  instances,  however,  where  it  would  be  in  the  interest 
of  the  United  States  and  of  the  efficiency  of  the  program  to  authorize 
purchases  in  other  countries.  For  example,  supphes  of  fertilizer  are 
severely  limited  in  this  country  but  are  urgently  needed  in  Europe 
in  order  that  food  production  might  be  increased.  It  may  be  possible 
to  procure  phosphate  rock  in  north  Africa,  and  potash  and  nitrates 
in  other  areas  of  the  world  where  the  supplying  countries  are  not  in  a 
position  to  make  these  available  free.  Similarly,  if  may  be  advanta- 
geous to  obtain  coal  and  certain  types  of  seed  elsewhere.  The  com- 
mittee beheved  that  it  would  be  entirely  reasonable  to  set  aside 
6  percent,  or  $21,000,000,  for  such  essential  purchases  abroad. 

'second    amendment:    appointment    of    ADMINISTRATOR 
APPROVED    BY    SENATE 

The  second  amendment  provides  that  the  President,  with  the  advice 
and  consent  of  the  Senate,  shall  appoint  an  administrator  to  direct  the 
supervision  of  the  relief  program  in  Europe.  The  administrator  will 
act  in  accordance  with  instructions  from  the  President  who  may,  to 
the  extent  that  he  desires,  delegate  his  authority  to  the  Secretary  of 
State.  Due  to  the  relatively  simple  nature  of  the  relief  operations 
to  be  performed  in  the  Far  East,  it  is  not  believed  that  an  adminis- 
trator of  comparable  stature  will  be  needed  for  that  phase  of  the  pro- 
gram. 

The  committee  stressed  the  fact  that  the  success  of  the  program 
would  depend  in  large  measure  upon  the  skill  and  ability  of  the  ad- 
ministrator in  the  field.  The  operation  is  far  more  than  a  technical 
supply  problem.  The  proper  supervision  of  the  distribution  of  relief 
supplies  and  of  the  use  of  local  funds  accruing  from  their  sale  will  be 
extremely  important  functions.  Moreover,  the  problems  of  insuring 
the  distribution  of  supplies  without  political  discrimination,  making 
certain  that  the  American  press  and  radio  are  free  to  observe  the 
operations,  and  the  enforcement  of  the  other  conditions  specified  in 
the  resolution,  w^ill  require  a  high  degree  of  ability. 

In  Washington  the  operation  is  largely  one  of  making  certain  that 
the  relief  program  conforms  to  our  over-all  foreign  policy,  and  of 
coordinating  the  procurement  and  supply  activities  of  the  appropriate 
Government  agencies.  The  committee  believes  that  this  function 
can  be  performed  most  appropriately  by  the  Secretary  of  State  and 
his  staff. 
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THIRD    amendment:    LOCAL    PROCEEDS    OP    SALE    OF    RELIEF    GOODS    TO 

GO    INTO    RELIEF    FUND 

The  third  amendment  provides  that  the  local  proceeds  which  a 
country  derives  from  the  sale. of  relief  goods  ai*e  to  be  set  aside  in  a 
special  fund.  This  fund  is  to  be  used,  with  the  appro \^al  of  the  United 
States,  for  relief  and  work-relief  purposes  including  local  currency 
expense  incident  to  the  furnishing  of  relief.  Any  balance  remaining 
in  the  account  on  June  30,  1948,  will  be  disposed  of  within  the  country 
for  such  purposes  as  the  United  States,  pursuant  to  act  or  resolution 
of  the  Congress,  may  determine. 

It  is  assumed  that  a  large  proportion  of  the  relief  goods  furnished  by 
the  United  States  will  be  sold  in  the  recipient  countries  for  local  cur- 
rency. In  practice,  relief  supplies  will  be  given  only  to  people  who  are 
unable  to  pay.  Since  the  local  currencies  of  these  countries,  however, 
are  not  freely  convertible  into  other  currencies  they  would  be  of  little 
value  outside  the  country.  Consequently,  the  committee  believed  it 
might  be  desirable  to  place  the  local  proceeds  from  the  sale  of  relief 
goods  into  a  special  revolving  fund  which  might  be  used  to  further 
relief  and  work  relief  activities. 

FOURTH  amendment:    PROVIDES  FOR  MARKING  AND  LABELING 

RELIEF  SUPPLIES 

The  fourth  amendment  provides  that,  wherever  practicable,  relief 
supplies  shall  be  stamped  or  labeled  in  such  a  manner  as  to  indicate 
to  the  consumers  in  devastated  countries  that  the  supplies  or  articles 
in  question  have  been  furnished  by  the  United  States.  If  it  is  difficult 
or  impossible  to  so  mark  certain  supplies  then  steps  will  be  taken  to 
inform  the  consumers  about  the  origin  of  the  goods.  The  committee 
felt  strongly  that  this  amendment — which  had  been  advanced  pre- 
viously by  Senators  Young  and  McClellan — was  desirable  in  order 
to  protect  the  interests  of  the  United  States  and  avoid  the  use  of 
relief  supplies  for  political  purposes. 

RELATION    OF    RELIEF    ASSISTANCE    TO    REPARATIONS    PAYMENTS 

During  its  consideration  of  the  resolution  the  committee  examined 
the  relationship  between  relief  assistance  and  reparations  payments. 
Inasmuch  as  Italy  and  Hungary  will  be  required  to  pay  large  sums  in 
the  form  of  reparations  it  has  been  argued  that  the  United  States,  by 
contributing  relief  supplies,  v/ould  be  indirectly  paying  their  repara- 
tions bills.  The  American  taxpayer,  the  Argument  runs,  would  be 
making  in  effect  contributions  to  the  exchequers  of  the  Soviet  Union, 
Yugoslavia,  Albania,  Ethiopia,  Czechoslovakia,  and  Greece  rather 
than  to  the  needy  peoples  of  Italy  and  Hungary. 

While  there  is  an  element  of  validity  in  this  argument,  it  should  be 
noted  that  in  the  case  of  Italy  deliveries  for  reparations  payments 
from  current  industrial  production  are  not  to  be  made  until  2  years 
after  the  treaty  is  in  force.  Our  main  concern,  therefore,  is  with 
Hungary.  Under  the  circumstances  the  committee  felt  it  best  to 
accept  the  situation  as  it  is.  It  should  be  kept  in  mind  that  the 
amount  of  reparations  to  be  paid  is  fixed  by  the  peace  treaty  and  will 
not  be  increased  or  decreased  as  a  result  of  our  assistance  to  Hungary. 
Given  the  great  difficulty  with  which  final  agreement  was  reached  on 
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the  peace  treaties  it  would  be  most  impracticable  to  reopen  the  whole 
matter  at  this  time.  Meanwhile  the  relief  need  is  urgent.  It  would 
seem  highly  unfair  to  the  people  of  Hungary  who  are  struggling  at 
this  very  moment  to  maintain  an  independent  government,  to  further 
penalize  them  because  their  country  is  compelled  to  pay  reparations 
under  the  terms  of  the  peace  treaty. 

THE  ADMINISTRATION  OF  THE  PROGRAM  IN  THE  FIELD 

If  the  relief  program  contemplated  in  the  resolution  is  put  into  effect 
the  United  States  would  negotiate  agreements  with  each  of  the  re- 
cipient governments.  These  agreements  would  include  the  various 
eonditions  specified  in  the  resolution  and  would  outline  the  general 
procedures  and  controls  which  would  be  established  with  respect  to  the 
procurement  and  shipment  of  supplies.  Provisions  would  also  be 
made  for  a  ration  and  price  control  system  so  that  all  classes  of  people 
within  a  country  would  receive  their  fair  share  of  essential  supplies. 

Under  the  direction  of  an  Administrator  of  American  Relief  in 
Europe  steps  would  be  taken  to  set  up  in  each  country  a  staff  charged 
with  the  responsibility  of  supervising  and  inspecting  the  distribution 
of  relief  supplies  and  checking  against  possible  noncompliance  with 
the  terms  of  our  agreement.  The  staff  would  be  attached  to  the 
United  States  mission.  Clearly  it  would  net  be  possible  in  a  few 
months'  time  to  build  up  the  huge  force  necessary  to  actually  distribute 
relief  supplies  directly  to  those  who  need  them.  The  committee  agreed 
that  a  relatively  small  staff,  if  allowed  to  inspect  operations  freely, 
could  adequately  supervise  the  distribution  process  and  detect  any 
important  violations  of  the  agreement.  In  case  any  violations  were 
reported  and  not  promptly  corrected,  immediate  steps  would  be  taken 
to  stop  relief  shipments.  The  regular  staff  of  our  embassies  would 
assist  in  the  work, 

'METHOD    OF    PROCUREMENT    OF    RELIEF    SUPPLIES 

The  resolution  provides  that  supplies  to  be  furnished  may  be  pro- 
cured by  agencies  of  the  United  States  Government  or  by  authorizing 
the  foreign  governments  to  arrange  for  procurement.  In  the  latter 
case  appropriated  funds  can  be  made  available  to  meet  the  cost  of 
supplies  which  are  purchased  by  the  foreign  governments  upon  au- 
thorization of  United  States  officials.  The  resolution  authorizes  the 
establishment  of  credits  in  the  name  of  the  foreign  government  by 
deposits  in  the  Federal  Reserve  Balik  or  other  United  States  deposi- 
tory. It  is  required  that  these  credits  will  be  under  the  control  of 
the  President  or  his  authorized  agent  and  it  is  intended  that  the  foreign 
government  cannot  withdraw  funds  so  deposited  without  the  specific 
authorization  of  an  appropriate  United  States  oflficial. 

RELATIONSHIP   OF  RELIEF  MEASURES  TO  THE   GREEK-TURK  ASSISTANCE 

BILL 

During  its  consideration  of  the  joint  resolution  the  committee 
emphasized  the  close  relationship  between  the  relief  program  for 
devastated  areas  and  the  bill  providing  for  financial  and  other  assist- 
ance to  Greece  and  Turkey.  The  latter  makes  no  provision  for  relief 
assistance  in  the  way, of  food,  clothing,  and  medical  supplies;  yet, 
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obviously,  if  these  basic  human  needs  are  not  met,  the  broader 
objective  of  bringing  security  and  economic  stability  to  Greece  might 
fall  to  the  ground.  The  joint  resolution  providing  for  relief,  in  that 
a  portion  of  the  $350,000,000  authorized  would  be  set  aside  for  the 
needs  of  the  Greek  people,  would  seem  to  be  an  essential  supplement 
to  the  Greek-Turkish  assistance  bill.  There  is  no  duplication,  how- 
ever, involved  in  the  two  measures.  Favorable  action  with  respect 
to  the  present  resolution  is  indispensable  to  the  success  of  the  total 
Greek  program. 

NEED    FOR    PROMPT   ACTION 

With  the  activities  of  UNRRA  now  drawing  to  a  close,  the  urgent 
need  for  a  speedy  consideration  of  the  resolution  is  apparent. 
UNRRA  food  shipments  will  cease  early  in  May.  Grain  stocks  in 
Europe  are  lowest  just  before  the  harvest.  To  a  very  large  extent 
the  people  in  the  needy  countries  will  have  to  exist  on  imported  grain 
until  the  new  harvest  becomes  available.  In  some  cases  that  may  be 
as  late  as  September  or  October.  Our  Government  must  be  prepared 
to  begin  shipments  in  May  if  a  break-down  of  food  distribution,  with  its 
consequent  threat  of  starvation  and  civil  unrest,  is  to  be  avoided  dur- 
ing this  critical  period. 

The  United  States,  together  with  other  countries  in  a  position  to 
help,  have  done  much  to  alleviate  human  suffering  in  war-devastated 
countries.  This  great  work  must  be  carried  on  to  a  successful  conclu- 
sion in  line  with  the  humanitarian  principles  which  have  traditionally 
dominated  the  thinking  of  our  people  and  the  foreign  policy  of  our 
country.     Time  is  important. 

With  these  considerations  in  mind,  the  Committee  on  Foreign 
Relations  unanimously  recommend  the  passage  of  the  joint  resolution 
and  m"ge  the  Senate  to  act  upon  it  at  the  earliest  possible  time. 


APPENDIX 

Main  Differences  Between  the  Resolution  Approved  by  the  House  and 

That  Reported  by  the  Committee 

The  main  differences  between  the  resolution  approved  by  the  House  of  Rep- 
resentatives and  the  substitute  resolution  reported  by  the  Foreign  Relations 
Conamittee  may  be  summarized  as  follows; 

HOUSE  RESOLUTION  SENATE  RESOLUTION 

1.  Provides  for  appropriation  not  to  1.  Provides  for  appropriation  not  to 
exceed  $200,000,000.  exceed  $350,000,000. 

Bearing  in  mind  the  total  relief  needs 
of  the  devastated  areas  and  the  capacity 
of  the  United  States  to  contribute,  the 
committee  believes  that  at  least  $350,- 
000,000  should  be  appropriated.  A 
more  detailed  explanation  of  the  com- 
mittee's position  on  this  point  is  con- 
tained in  an  earlier  section  of  the  report. 

2.  Provides  that  from  15  to  50  million  2.  Does  not  include  any  authoriza- 
dollars  of  the  amount  appropriated  may  tion  for  a  United  States  contribution  to 
be  set  aside  for  the  International  Chil-  the  International  Children's  Emergency 
■dren's  Emergency  Fund  of  the  United    Fund. . 

Nations. 
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BOUSE  RESOLUTION — Continued 

3.  Provides  that  no  assistance  shall 
be  extended  "those  countries  whose 
governments  are  dominated  by  the 
Union  of  Soviet  Socialist  Republics 
unless  the  governments  of  the  countries 
covered  by  this  amendment  agree  to 
the  following  regulations  which  are 
hereby  declared  to  be  applicable  to 
every  country  receiving  aid  under  this 
Act."  These  regulations  require  estab- 
lishment of  relief  distribution  missions 
in  each  country  comprised  of  American 
citizens  approved  as  to  loyalty  by  the 
FBI.  Those  missions  would  have  direct 
supervision  and  control  of  relief  sup- 
plies and  could  retain  possession  of  sup- 
plies up  to  the  local  community  where 
they  are  made  available  to  the  consumer. 


4.  Provides  that  the  appropriations 
authorized  are  to  be  available  for  relief 
in  Austria,  Greece,  Hungary,  Italy, 
Poland,  and  China.  The  President,  in 
case  of  emergency  needs,  may  authorize 
an  additional  $15,000,000  for  relief  in 
other  countries. 


5.  Provides  that  not  more  than  10 
percent  of  the  appropriation  shall  be 
spent  for  relief  supplies  in  countries 
other  than  the  United  States. 


6.  Provides  that  when  assistance  is 
given  a  country  reparations  payable  by 
that  country  by  treaty  shall  be  post- 
poned during  the  period  relief  is  ex- 
tended. 


SENATE  RESOLUTION — Continued 

3.  Makes  no  reference  to  countries 
whose  governments  are  dominated  by 
the  Union  of  Soviet  Socialist  Republics. 
Requires  supervision  of  distribution  by 
United  States  representatives  but  does 
not  specify  that  personnel  should  be 
approved  as  to  loyalty  by  the  FBI. 
Nor  does  it  require  that  recipient  coun- 
tries must  agree  to  permit  United 
States  retention  of  supplies  up  to  the 
local  community. 

The  committee  preferred  not  to  refer 
in  the  resolution  to  any  particular  state 
or  group  of  states.  In  any  case,  the 
phrase  in  the  House  resolution  "whose 
governments  are  dominated  by  the 
Union  of  Soviet  Socialist  Republics" 
would  seem  superfluous  inasmuch  as  the 
provision  is  made  applicable  to  all 
countries  receiving  relief. 

4.  Does  not  specifically  designate  the 
countries  to  which  relief  assistance  will 
be  granted. 

The  committee  preferred  not  to  desig- 
nate in  the  resolution  particular  coun- 
tries for  relief  assistance  since  such 
designation  might  be  interpreted  as  a 
commitment  to  extend  relief  to  the 
countries  named.  This  point  is  covered 
more  fully  in  a  previous  section  of  the 
report  which  includes  a  letter  from  the 
Secretary  of  State  in  regard  to  the 
matter. 

5.  Provides  that  not  more  than  6  per- 
cent of  the  amount  appropriated  shall 
be  used  to  procure  supplies  outside  the 
United  States  and  its  territorial  pos- 
sessions. 

Considering  the  estimated  quantities 
of  coal,  fertilizer,  and  seed  which  would 
need  to  be  procured  from  other  coun- 
tries, the  committee  believed  that  an 
allowance  of  6  percent,  or  $21,000,000, 
would  be  sufficient  for  such  purposes. 
This  point  is  covered  more  fully  in  an 
earlier  section  of  the  report. 

6.  Makes  no  provision  for  the  post- 
ponement of  reparations  payments 
during  the  period  relief  is  extended. 

In  view  of  the  great  difficulty  with 
which  final  agreement  was  reached  on 
the  peace  treaties,  the  committee  did 
not  feel  that  countries  entitled  to  receive 
reparations  could  be  persuaded  to  post- 
pone them.  Hungary  and  Italy,  which 
are  the  only  countries  affected,  urgently 
need  relief  and  should  not  be  penalized 
because  they  are  compelled  by  treaty 
to  pay  reparations.  A  fuller  explana- 
tion of  the  committee's  views  is  set 
forth  in  a  previous  section  of  the  report. 


298 


iousE  RESOLUTION — Continued 

7.  Provides  for  appointment  of  a 
Relief  Administrator  by  the  President 
by  and  with  the  advice  and  consent  of 
the  Senate.  It  also  eliminates  the 
authority  of  the  President  to  delegate 
certain  of  his  responsibilities  under  the 
resolution  to  the- Secretary  of  State. 


8.  Provides  that  local  currency  pro- 
ceeds arising  from  the  sale  of  relief  sup- 
plies shall  be  placed  in  a  special  account 
to  be  used  for  relief  and  rehabilitation 
purposes  upon  the  approval  of  United 
States  representatives. 


SENATE  RESOLUTION — Continued 

7.  Provides  for  appointment  by  the 
President,  with  Senate  confirmation,  of 
an  Administrator  to  direct  the  super- 
vision of  relief  assistance  in  Europe. 
It  also  authorizes  the  President  to 
delegate  a  large  measure  of  his  authority 
over  the  program  to  the  Secretary  of 
State. 

The  House  resolution  seems  to  en- 
visage the  creation  of  a  new  relief 
agency  in  Washington.  While  the 
committee  stressed  the  importance  of 
securing  a  competent  Administrator  to 
supervise  the  program  in  the  field,  it 
believed  that  relief  activities  in  Wash- 
ington could  most  appropriately  be 
guided  and  coordinated  by  the  Secre- 
tary of  State  and  his  staff.  A'  more 
complete  explanation  of  the  committee's 
view  with  respect  to  this  matter  is  con- 
tained in  an  earlier  section  of  this 
report. 

8.  Provides  that  such  local  currency 
proceeds  shall  be  placed  in  a  special  re- 
volving fund  to  be  used,  with  the  approval 
of  the  United  States,  fbr  relief  and  work- 
relief  purposes.  Any  balance  remain- 
ing on  June  30,  1948,  will  be  di.sposed  of 
within  such  country  for  such  purposes  as 
the  United  States  Government,  pur- 
suant to  act  of  Congress,  may  determine. 


APPENDIX  II 

DOCUMENTS  RELATING  TO  S.  1774 


80th  Congress,  First  Session,  Legislative  Chronology  of  S.  1774   (S.  1757) 

(H.R.  4604) 
To  Promote  the  General  Welfare,  National  Interest,  and  Foreign  Policy  of 

THE  United  States  by  Providing  Supplies  to  Certain  European  Countries 

on  an  Emergency  Basis 

president's   message  recommending  legislation   delivered  to  congress  in  a 

joint  session  on  november  17,  1947 

Senate  and  House  Action 

S.  1757.  Introduced  by  Senator  Connally  for  himself  and  Senator  Vanden- 
berg),  by  request,  on  November  17,  1947. 

S.  1774.  Introduced  by  Senator  Connally  (for  himself  and  Senator  Vanden- 
berg)  on  November  20,  1947. 

Public  Hearings  held  November  10  (in  joint  session  with  the  House  Committee 
on  Foreign  Affairs),  11,  12,  13,  and  14,  1947. 

Executive  Session  Hearings  held  November  10,  17, 18,  and  19, 1947. 

Ordered  reported  by  a  vote  of  13-0  on  November  19, 1947. 

Reported  S.  Rept.  771  on  November  21, 1947. 

Passed  83-6  on  December  1,  1947. 

Conference  committee  agreed  to  by  Senate  on  December  12,  1947.  Messrs.  Van- 
denberg,  Capper,  White,  Connally,  and  George. 

Senate  agrees  to  conference  report  on  December  14,  1947. 

Hou.se  received  H.  Rept.  1152  on  December  2,  1947. 

House  passed  bill,  with  amendments  on  December  11, 1947. 

House  asked  for  conference.  Messrs.  Eaton,  Mundt,  Vorys,  Bloom  and  Kee. 

House  agreed  to  conference  report,  December  15,  1947. 

Public  Law  389,  December  17,  1947. 
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[Public  Law  84 — 80th  Congress] 

[Chapter  90 — 1st  Session] 

[H.  J.  Res.  153] 

JOINT  RESOLUTION 

Providing  for  relief  assistance  to  the  people  of  countries  devastated  by  war. 

Resolved  hy  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assemhled^  That  there  is  hereby  author- 
ized to  be  appropriated  to  the  President  not  to  exceed  $350,000,000 
for  the  provision  of  relief  assistance  to  the  people  of  countries  devas- 
tated by  war,  such  relief  assistance  to  be  limited  to  the  following: 
Food,  medical  supplies,  processed  and  unprocessed  materials  for 
clothing,  fuel,  fertilizer,  pesticides,  and  seed:  Provided^  That  from 
the  funds  authorized  under  this  section  the  President  shall  make  con- 
tributions to  the  International  Children's  Emergency  Fund  of  the- 
United  Nations  for  the  special  care  and  feeding  of  children,  and  such 
contributions  shall  not  be  subject  to  the  limitations  and  requirements 
provided  in  this  joint  resolution,  but  after  $15,000,000  has  been  so 
contributed,  no  further  contributions  shall  be  made  which  would 
cause  the  aggregate  amount  so  contributed  by  the  United  States  (1) 
to  constitute  more  than  57  per  centum  of  the  aggregate  amount  con- 
tributed to  said  fund  by  all  governments  not  receiving  assistance  from 
said  fund,  including  the  United  States;  or  (2)  to  exceed  $40,000,000, 
whichever  is  the  lesser. 

There  shall  be  established  and  maintained,  out  of  the  funds  author- 
ized under  this  joint  resolution,  a  relief  distribution  mission  for  each 
of  the  countries  receiving  aid  under  this  joint  resolution.  Such  mis- 
sions shall  be  comprised  solely  of  American  citizens  who  shall  have 
been  investigated  as  to  loyalty  and  security  by  the  Federal  Bureau 
of  Investigation.  Such  missions  shall  have  direct  supervision  and 
control,  in  each  country,  of  relief  supplies  furnished  or  otherwise 
made  available  under  this  joint  resolution,  and,  when  it  is  deemed 
desirable  by  the  field  administrator  provided  for  in  section  4,  such 
missions  shall  be  empowered  to  retain  possession  of  such  supplies  up 
to  the  city  or  local  community  where  such  supplies  are  actually  made 
available  to  the  ultimate  consumers. 

Not  more  than  $15,000,000  of  the  funds  authorized  under  this  joint 
resolution  shall  be  available  for  relief  in  any  countries  or  territories 
other  than  Austria,  Greece,  Hungary,  Italy,  Poland,  Trieste,  and 
China.  This  provision  shall  not  imply  any  obligation  to  give  relief 
to  any  of  the  countries  mentioned. 

Notwithstanding  the  provisions  of  any  other  law,  the  Reconstruc- 
tion Finance  Corporation  is  authorized  and  directed,  until  such  time 
as  an  appropriation  shall  be  made  pursuant  to  this  section,  to  make 
advances,  not  to  exceed  in  the  aggregate  $75,000,000,  to  carry  out  the 
provisions  of  this  joint  resolution,  in  such  manner  and  in  such  amounts 
as  the  President  shall  determine.  From  appropriations  authorized 
under  this  section,  there  shall  be  repaid  to  the  Reconstruction  Finance 
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Corporation  the  advances  made  by  it  under  the  authority  contained 
herein. 

Sec.  2.  (a)  Under  the  direction  of  the  President,  such  relief  assist- 
ance shall  be  provided  in  the  form  of  transfers  of  supplies,  or  the 
establishment  in  this  country  of  credits  subject  to  the  control  of  the 
President,  in  such  quantities  and  on  such  terms  as  the  President  may 
determine ;  except  that  no  such  transfers  of  supplies  or  establishment 
of  credits  may  be  made  after  June  30,  1948,  and  except  that  not  more 
than  6  per  centum  of  the  amount  herein  authorized  shall  be  used  for 
the  procurement  of  supplies  outside  the  United  States  and  its  Terri- 
tories and  possessions. 

(b)  In  carrying  out  this  joint  resolution,  funds  authorized  herein 
may  be  used  to  pay  necessary  expenses  related  to  the  providing  of 
such  relief  assistance,  including  expenses  of  or  incident  to  the  pro- 
curement, storage,  transportation,  and  shipment  of  supplies  trans- 
ferred under  subsection  (a)  or  of  supplies  purchased  from  credits 
established  under  subsection  (a). 

(c)  Funds  authorized  under  this  joint  resolution  may  be  allocated 
for  any  of  the  purposes  of  this  joint  resolution  to  any  department, 
agency,  or  independent  establishment  of  the  Government  and  such 
sums  shall  be  available  for  obligation  and  expenditure  in  accordance 
with  the  laws  governing  obligations  and  expenditures  of  the  depart- 
ment, agency,  or  independent  establishment,  or  organizational  unit 
thereof  concerned,  ancl  without  regard  to  sections  3709  and  3648  of 
the  Revised  Statutes,  as  amended  (U.  S.  C,  1940  edition,  title  41,  sec.  5, 
and  title  31,  sec.  529). 

(d)  Such  additional  civilian  employees  as  may  be  required  by  the 
War  Department  in  connection  with  the  furnishing  of  procurement, 
storage,  transportation,  and  shipment  services  under  this  joint  reso- 
lution and  which  services  are  paid  for  from  funds  herein  authorized, 
shall  not  be  counted  as  civilian  employees  within  the  meaning  of  sec- 
tion 607  of  the  Federal  Employees  Pay  Act  of  1945,  as  amended  by 
section  14  of  the  Federal  Employees  Pay  Act  of  1946. 

(e)  When  any  department,  agency,  or  independent  establishment 
of  the  Government  receives  request  from  the  government  of  any  coun- 
try for  which  credits  have  been  established  under  subsection  (a)  and 
receives,  from  credits  so  established,  advancements  or  reimburse- 
ments for  the  cost  and  necessary  expenses,  it  may  furnish,  or  pro- 
cure and  furnish  (if  advancements  are  made),  supplies  within  the 
category  of  relief  assistance  as  defined  in  section  1  and  may  use 
sums  so  received  for  the  purposes  set  forth  in  subsection  (b)  of  this 
section.  When  any  such  reimbursement  is  made  it  shall  be  credited, 
a't  the  option  of  the  department,  agency,  or  independent  establish- 
ment concerned,  either  to  the  appropriation,  fund,  or  account  utilized 
in  incurring  the  obligation,  or  to  an  appropriate  appropriation,  fund, 
or  account  which  is  current  at  the  time  of  such  reimbursement. 

(f )  In  order  to  supplement  the  general  relief  assistance  made  avail- 
able under  the  terms  of  section  1  and  to  effect  the  economical  and 
expanded  use  of  American  voluntary  relief  contributions,  funds 
authorized  under  this  joint  resolution,  not  to  exceed  $5,000,000,  may 
be  used  to  pay  necessary  expenses  related  to  the  ocean  transportation 
of  supplies  donated  to  or  purchased  by  American  voluntary  and  non- 
profit relief  agencies,  and  in  such  quantities  and  kinds  and  for  such 


302 


[Pub.  Law  84.] 

purposes  as  the  President  may  determine  to  be  essential  supplements 
to  the  supplies  provided  for  such  general  relief  assistance. 

(g)  The  relief  supplies  provided  under  the  terms  of  this  joint  reso- 
lution shall  be  procured  and  furnished  by  the  appropriate  United 
States  procurement  agencies  unless  the  President  shall  determine 
otherwise. 

Sec.  3.  No  relief  assistance  shall  be  provided  under  the  authority 
of  this  joint  resolution  to  the  people  of  any  country  unless  the  gov- 
ernment of  such  country  has  given  assurance  satisfactory  to  the  Presi- 
dent that  (a)  the  supplies  transferred  or  otherwise  made  available 
pursuant  to  this  joint  resolution,  as  well  as  similar  supplies  produced 
locally  or  imported  from  outside  sources,  will  be  distributed  among 
the  people  of  such  country  without  discrimination  as  to  race,  creed, 
or  political  belief;  (b)  representatives  of  the  Government  of  the 
United  States  and  of  the  press  and  radio  of  the  United  States  will 
be  permitted  to  observe  freely  and  to  report  fully  regarding  the  dis- 
tribution and  utilization  of  such  supplies;  (c)  full  and  continuous 
publicity  will  be  given  within  such  country  as  to  the  purpose,  source, 
character,  scope,  amounts  and  progress  of  the  United  States  relief 
program  carried  on  therein  pursuant  to  this  joint  resolution;  (d)  if 
food,  medical  supplies,  fertilizer,  or  seed  is  transferred  or  otherwise 
made  available  to  such  country  pursuant  to  this  joint  resolution,  no 
articles  of  the  same  character  will  be  exported  or  removed  from  such 
country  while  need  therefor  for  relief  purposes  continues;  (e)  such 
country  has  taken  or  is  taking,  insofar  as  possible,  the  economic  meas- 
ures necessary  to  reduce  its  relief  needs  and  to  provide  for  its  own 
future  reconstruction;  (f)  upon  request  of  the  President,  it  will  fur- 
nish promptly  information  concerning  the  production,  use,  distribu- 
tion, importation,  and  exportation  of  any  supplies  which  aflfect  the 
relief  needs  of  the  people  of  such  country;  (g)  representatives  of  the 
Government  of  the  United  States  will  be  permitted  to  supervise  the 
distribution  among  the  people  of  such  country  of  the  supplies  trans- 
ferred or  otherwise  made  available  pursuant  to  this  joint  resolution; 
(h)  provision  will  be  made  for  a  control  system  so  that  all  classes  of 
people  within  such  country  v/ill  receive  their  fair  share  of  essential 
supplies;  and  (i)  all  supplies  transferred  pursuant  to  this  joint  reso- 
lution or  acquired  through  the  use  of  credits  established  pursuant  to 
this  joint  resolution  and  any  articles  processed  from  such  supplies, 
or  the  containers  of  such  supplies  or  articles,  will,  to  the  extent  prac- 
ticable, be  marked,  stamped,  branded,  or  labeled  in  a  conspicuous  place 
as  legibly,  indelibly,  and  permanently  as  the  nature  of  such  supplies, 
articles,  or  containers  will  permit  in  such  manner  as  to  indicate  to 
the  ultimate  consumer  in  such  country  that  such  supplies  or  articles 
have  been  furnished  by  the  United  States  of  America  for  relief  assist- 
ance; or  if  such  supplies,  articles,  or  containers  are  incapable  of  being 
so  marked,  stamped,  branded,  or  labeled,  that  all  practicable  steps 
will  be  taken  to  inform  the  ultimate  consumers  thereof  that  such  sup- 
plies or  articles  have  been  furnished  by  the  United  States  of  America 
for  relief  assistance. 

Sec.  4.  When  supplies  lire  transferred  or  otherwise  made  available 
to  any  country  pursuant  to  this  joint  resolution,  the  President  shall 
cause  representatives  of  the  Government  of  the  United  States  (1)  to 
supervise  the  distribution  of  such  supplies  among  the  people  of  such 
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country,  (2)  to  observe  and  report  with  respect  to  the  carrying  out 
of  the  assurances  given  to  the  President  pursuant  to  section  3,  and 
(3)  to  seek  arrangements  that  reparations  payable  from  current  pro- 
duction by  any  such  country  to  any  other  country  by  treaty  be  post- 
poned during  the  period  of  such  relief. 

With  respect  to  the  'furnishing  of  relief  assistance  pursuant  to  this 
joint  resolution,  the  President  shall  appoint,  by  and  with  the  advice 
and  consent  of  the  Senate^  a  field  administrator  who  shall  direct  the 
supervision  of  such  relief  assistance.  Such  administrator  shall  receive 
compensation  at  a  rate  not  to  exceed  $12,000  per  annum,  and  any 
necessary  expenses,  as  the  President  shall  determine.  He  shall  act 
in  accordance  with  the  instructions  of  the  President. 

The  authority  of  the  President  under  sections  2  and  8  and  under 
this  section  may,  to  the  extent  the  President  directs,  be  exercised  by 
the  Secretary  of  State. 

Sec.  5.  (a)  The  President  shall  promptly  terminate  the  provision 
of  relief  assistance  to  the  people  of  any  country  whenever  he  deter- 
mines (1)  that,  by  reason  of  changed  conditions,  the  provision  of 
relief  assistance  of  the  character  authorized  by  this  joint  resolution 
is  no  longer  necessary,  (2)  that  any  of  the  assurances  given  pursuant 
to  section  3  are  not  being  carried  out,  (3)  that  an  excessive  amount 
of  any  supplies  transferred  or  otherwise  made  available  pursuant  to 
this  joint  resolution,  or  of  similar  supplies  produced  locally  or 
imported  from  outside  sources,  is  being  used  to  assist  in  the  mainte- 
nance of  armed  forces  in  such  country,  or  (4)  that  supplies  trans- 
ferred or  otherwise  made  available  pursuant  to  this  joint  resolution, 
or  similar  supplies  produced  locally  or  imported  from  outside  sources, 
are  being  exported  or  removed  from  such  country. 

(b)  Eelief  assistance  to  the  people  of  any  country,  under  this  joint 
resolution,  shall,  unless  sooner  terminated  by  the  President,  be  ter- 
minated whenever  such  termination  is  directed  by  concurrent  resolu- 
tion of  the  two  Houses  of  the  Congress. 

Sec.  6.  To  the  extent  that  relief  supplies  procured  with  funds 
authorized  under  this  joint  resolution  are  not  furnished  on  terms  of 
repayment  in  dollars,  they  shall  be  furnished  only  upon  condition 
that  the  government  of  the  receiving  country  agree  that  when  it  sells 
such  relief  supplies  for  local  currency  (a)  the  amounts  of  such  local 
currency  will  be  deposited  by  it  in  a  special  account;  (b)  such  account 
will  be  used  within  such  country,  as  a  revolving  fund,  until  June  30, 
1948,  only  upon  the  approval  of  the  duly  authorized  representative 
of  the  United  States,  for  relief  and  work  relief  purposes,  including 
local  currency  expenses  of  the  United  States  incident  to  the  furnish- 
ing of  relief;  and  (c)  any  unencumbered  balance  remaining  in  such 
account  on  June  30,  1948,  will  be  disposed  qf  within  such  country  for 
such  purposes  as  the  United  States  Government,  pursuant  to  Act  or 
joint  resolution  of  the  Congress,  may  determine. 

Sec.  7.  The  President  shall  submit  to  the  Congress  quarterly 
reports  of  expenditures  and  activities  under  authority  of  this  joint 
resolution. 

Approved  May  31,  1947. 


Letter   from   Under   Secretary   of   State   Robert   A.   Lovett  to 

Senator  Vandenberg 

STRICTLY  CONFIDENTIAL 

September  21,  1947. 
Hon,  Arthur  H.  Vandenberg, 

316  Morris  Avenue^  SE., 
Grand  Rapids^  Mich. 

My  Dear  Senator  Vandenberg  :  You  will  find,  enclosed  with  this 
letter,  an  advance  copy  of  the  summary  report  which  will  be  presented 
to  the  Committee  of  European  Economic  Cooperation  tomorrow  at  the 
final  session  of  this  phase  of  the  work  of  the  Paris  Conference  on  Euro- 
pean Recovery.  I  am  hastening  to  send  the  summary  report  to  you  so 
that  you  will  know  almost  as  rapidly  as  we  in  the  State  Department 
what'  the  final  results  of  this  period  of  the  work  by  the  European 
countries  has  been.  The  summary  report  is  being  released  to  the  press 
in  Paris  and  Washington  tomorrow,  September  22. 

Also  enclosed  for  your  background  information  is  a  copy  of  the 
general  parts  of  an  early  edition  of  the  provisional  draft  report  pre- 
pared by  the  Committee  on  European  Economic  Cooperation.  This 
document  has  just  been  received  by  the  Department  and  is  only  a 
"working  paper""  representing  the  European  views  as  of  early  last 
week.  As  a  result  of  informal  suggestions  on  our  part  we  believe  fur- 
ther changes  will  have  been  macle  in  the  formal  report  which  will  be 
signed  by  the  Europeans  on  September  22.  I  hope  it  will  be  helpful  to 
you  to  have  this  material  before  the  final  report  is  available.  I  must 
stress  tliat  this  is  not  the  final  draft  of  the  Committee's  first  report, 
although  it  gives  a  good  picture  of  what  it.  except  for  some  changes, 
is  likely  to  be. 

You  will  recall  that  Secretary  ]Marshall  stated  on  June  5,  at  Harvard 
University,  that  the  role  of  the  United  States  in  connection  with  the 
development  of  a  European  program  of  economic  recovery  should 
consist  of  "friendly  aid  in  the  drafting  of  a  European  program  and 
of  later  support  of  such  a  program  so  far  as  it  may  be  practical  for  us 
to  do  so.""  The  basic  concept  behind  the  ideas  presented  at  Harvard 
was,  of  course,  that  the  European  countries  would  have  to  build  their 
program  for  pAiropean  recovery  on  their  own  initiative  and  prove 
their  genuine  intention  to  help  themselves  and  each  other  to  the  prac- 
ticable limit  before  they  might  expect  outside  aid.  Our  task  over  the 
last  month  has  been  to  try  to  give  "friendly  aid"  without  detracting 
from  the  initiative  of  the  participating  countries.  To  this  end,  Mr. 
Clayton,  Under  Secretary  of  State  for  Economic  Affairs,  Ambassadors 
Caffery  and  Douglas,  and  other  officials  of  this  Government  have, 
therefore,  had  various  discussions  with  representatives  of  the  Confer- 
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ence  on  the  ^enei-al  nature  of  tlie  European  pro^jram.  They  have 
stressed  the  following  with  the  understanding  that  this  Government's 
aid  in  the  drafting  was  not  to  be  construed  in  any  way  as  a  commit- 
ment on  the  part  of  the  United  States  to  accept  or  implement  any 
program : 

1.  The  program  must  be  designed  to  bring  about  the  greatest  prac- 
ticable increase,  within  the  European  countries  concerned,  in  produc- 
tion of  food  and  materials  needed  to  fill  their  basic  requirements  and 
to  limit  requests  for  supplies  from  the  United  States  to  those  necessary 
to  fill  deficits  which  those  countries  cannot,  with  vigorous  effort,  them- 
selves satisfy. 

2.  Further,  the  production  program  of  a  participating  country 
should  not  be  based  only  on  its  own  needs  but  also  on  the  contribution 
that  can  be  made  to  filling  the  needs  of  all  participating  countries. 

3.  The  participating  countries  should  adopt  financial  and  monetary 
programs  designed  to  correct  as  soon  as  practicable  existing  financial 
and  monetary  weaknesses  and  to  accomplish  stabilization  of  currencies, 
establishment  and  maintenance  of  proper  rates  of  exchange  and  gen- 
erally to  restore  confidence  in  currencies. 

4.  The  participating  countries  should  adopt  measures  looking  to  the 
most  effective  distribution  and  use  of  their  own  resources  and  the  re- 
sources obtained  from  outside  sources  including  measures  to  ensure 
farm  collections  and  to  prevent  diversions  of  products  into  black 
markets. 

5.  The  participating  countries  should  take  steps  to  facilitate  the 
greatest  practicable  interchange  of  goods  and  services  among  them- 
selves, reducing  and  seeking  to  eliminate  dependence  on  exchange 
controls,  quota  restrictions,  compensation  and  barter  agreements  and 
other  obstacles  to  a  free  flow  of  goods. 

6.  The  program  should  provide  for  the  greatest  possible  European 
self-help,  should  provide  for  action  on  the  part  of  the  participating 
countries  which  they  will  in  fact  be  able  to  carry  out,  and  should  be 
such  as  to  assure  the  maintenance  of  the  European  economy  at  the  end 
of  the  period  of  aid  Avithout  further  support  from  the  U.S. 
Government. 

Our  intention,  as  a  next  step,  is  to  appraise  in  the  greatest  detail 
the  report  to  be  signed  on  September  22  and  dispatched  to  us  immedi- 
ately thereafter.  We  have  been  screening  with  the  cooperation  of  other 
governmental  agencies  the  European  working  papers  as  they  have  be- 
come available  to  us  but  they  have  been  changing  during  the  course 
of  the  work  in  Paris.  The  appraisal  of  the  official  report  will  be  sternly 
realistic  and  will  be  undertaken  interdepartmentally  and  in  close  col- 
laboration with  the  various  committees  the  President  has  established 
in  connection  with  the  European  recovery  program.  We  anticipate  that 
we  shall  require  some  additional  information  and  you  will  note  in 
reading  the  enclosed  summary  report  that  the  European  countries 
seem  ready  to  cooperate  in  this  regard. 

We  shall  make  available  to  all  INIembers  of  Congress  copies  of  the 
Septembei-  22  i-eport  as  soon  as  it  has  been  reproduced  and  expect  to 
koei)  the  appropriate  congi-essional  committees  progressively  informed 
of  the  results  of  our  screening. 
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We  have  recently  been  receiving  most  distiirbingr  news  from  Europe 
with  ref^ard  to  the  immediate  economic  and  financial  condition  of  cer- 
tain of  the  key  countries  of  Western  Europe,  notably  Italy,  France, 
and  to  a  lesser  cle<2:ree  the  United  Kingdom.  Due  to  crop  failures  in 
Europe,  the  temporary  cessation  of  convertibility  by  the  United  King- 
dom and  the  rise  in  U.S.  prices,  all  aggravated  by  aggressive  Commu- 
nist activities  in  Italy  and  France,  there  has  arisen  a  distressing  situa- 
tion. As  you  know,  Secretary  INIarshall  is  discussing  this  matter  with 
the  President  in  the  near  future,  and  I  hope  we  will  be  in  a  position 
to  make  available  clearer  information  very  soon. 

With  my  best  regards. 
Sincerely  yours, 

(S)   Robert  A.  Lovett. 

Enclosures : 

As  described  above.  [Not  printed.] 
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INTRODUCTORY  NOTE 

On  November  10,  1947,  at  a  joint  session  of  the  Senate  Foreign 
Relations  Committee  and  the  House  Foreign  Affairs  Committee,  the 
Department  of  State  presented  draft  legislation  providing  for  interim 
aid  to  Austria,  France,  and  Italy.  The  text  of  the  proposed  bill 
together  with  the  detailed  background  information  relating  to  the 
needs  of  the  three  countries  as  furnished  by  the  Department  of  State 
is  printed  herewith  for  the  use  of  the  Senate  in  its  consideration  of  the 
interim  aid  program. 

(HI) 
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THE  INTERIM  EUROPEAN  AID  PROGRAM 


DRAFT,  EUROPEAN  INTERIM  AID  BILL 

A  BILL  To  promote  the  general  welfare,  national  interest,  and  foreign  policy 
of  the  United  States  by  providing  supplies  to  certain  European  countries  on 
an  emergency  basis 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  oj  the  United 
States  of  America  in  Congress  assembled,  That  this  Act  may  be  cited 
as  "The  European  Interim  Aid  Act  of  1947." 

Sec.  2.  It  is  the  purpose  of  this  Act  to  provide  immediate  assistance 
in  the  form  of  food,  fuel,  and  other  commodities  urgently  needed  by 
the  peoples  of  Austria,  France,  and  Italy,  hereinafter  referred  to  as 
the  recipient  countries,  to  alleviate  conditions  of  intolerable  hunger 
and  cold  and  prevent  serious  economic  retrogression  which  would 
jeopardize  any  general  European  economic  recovery  program  based 
on  self-help  and  cooperation. 

Sec.  3.'  The  President,  acting  through  such  departments,  agencies, 
or  independent  establishments  of  the  Government  as  he  shall  direct, 
may,  by  allocation  of  funds  to  any  such  departments,  agencies,  or 
independent  establishments,  or  by  making  funds  available  to  the 
government  of  a  recipient  country,  whenever  he  finds  it  in  furtherance 
of  the  purposes  of  this  Act  and  upon  the  terms  and  conditions  set 
forth  in  this  Act  and  upon  such  other  terms  and  conditions  as  he 
may  determine — 

(a)  Procure,  or  provide  funds  for  the  procurement  from  any 
source,  by  manufacture  or  otherwise,  food,  seed,  and  fertilizer; 
coal,  petroleum,  and  petroleum  products;  other  fuel;  fibers;  and 
such  other  commodities  as  are  necessary  for  the  accomplishment 
of  the  purposes  of  this  Act  as  set  forth  in  section  2 ; 

(b)  Transport,  or  provide  funds  for  transportation  of,  such 
commodities; 

(c)  Transfer  such  cjmmodities  to  any  recipient  country; 

(d)  Incur  and  defray  expenses,  including  accessorial  and 
administrative  expenses  and  expenses  for  compensation  and  travel 
of  personnel,  for  carrying  out  the  purposes  of  this  Act. 

Sec.  4.  (a)  There  is  hereby  authorized  to  be  appropriated  not  to 
exceed  $597,000,000,  out  of  any  money  in  the  Treasury  not  otherwise 
appropriated,  to  carry  out  the  provisions  and  accomplish  the  purposes 
of  this  Act. 

(b)  Funds  authorized  under  this  Act,  when  allocated  to  any  de- 
partment, agency,  or  independent  establishment  of  the  Government, 
shall  be  available  for  obligation  and  expenditure  in  accordance  with 
the  laws  governing  obligations  and  expenditures  of  such  department, 
agency,  or  independent  establishment  or  organizational  unit  thereof 
concerned,  and  without  regard  to  sections  3709  and  3648  of  the 
Revised  Statutes,  as  amended  (41  U.  S.  C.  5;  31  U.  S.  C.  529). 

(1) 
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Sec.  5.  After  March  31,  1948,  no  funds  may  be  obligated  under 
this  Act. 

Sec.  6.  Before  any  commodities  or  funds  are  made  available  to  any 
recipient  country  under  the  authority  of  section  3  of  this  Act,  an 
agreement  shall  be  entered  into  between  suclr  country  and  the  United 
States  containing  an  undertaking  by  such  country — 

(a)  to  make  efficient  use  of  any  commodities  made  available 
under  the  authority  of  this  Act  and  to  take  insofar  as  possible 
the  economic  measures  necessary  to  increase  its  ability  to  achieve 
a  self-sustaining  economy ; 

(b)  to  make,  when  any  commodity  is  made  available  under 
this  Act,  a  commensurate  deposit  in  the  currency  of  such  country 
in  a  special  account  under  such  terms  and  conditions  as  may  be 
agreed  to  between  such  country  and  the  Government  of  the  United 
States,  and  to  hold  or  use  such  special  account  only  for  such 
purposes  as  may  be  agi-eed  to  between  such  country  and  the 
Government  of  the  United  States; 

(c)  to  give  full  and  continuous  publicity  within  such  country, 
as  to  the  purpose,  source,  character,  and  amounts  of  the  com- 
modities made  available  by  the  United  States  under  this  Act; 

(d)  to  furnish  promptly  upon  request  of  the  President  infornia- 
tion  concerning  the  method  of  distribution  and  use  of  commodities 
made  available  under  this  Act. 

Sec.  7.  The  President  shall  promptly  terminate  the  provision  of 
assistance  under  this  Act  for  any  country  whenever  he  finds  that  such 
country  is  not  adhering  to  the  terms  of  its  agreement  entered  into  in 
accordance  with  section  6  of  this  Act. 

Sec.  8.  All  commodities  made  available  pursuant  to  this  Act  or 
the  containers  of  such  commodities  shall,  to  the  extent  practicable, 
be  marked,  stamped,  branded,  or  labeled  in  a  conspicuous  place  as 
legibly,  indelibly,  and  permanently  as  the  nature  of  such  commodities 
or  containers  will  permit,  in  such  manner  as  to  indicate  to  the  people 
of  the  country  of  destination  that  such  commodities  have  been  fur- 
nished or  made  available  by  the  United  States. 

Sec.  9.  The  President  may,  from  time  to  time,  promulgate  such 
rules  and  regulations  as  he  may  find  necessary  and  proper  to  carry 
out  any  of  the  provisions  of  this  Act;  and  he  may  delegate  to  the 
Secretary  of  State  or  any  other  official  or  officials  of  the  Government 
any  of  the  powers  or  authority  conferred  on  him  under  this  Act. 

Sec.  10.  Personnel  employed  to  carry  out  the  purposes  of  this 
Act  shall  not  be  included  in  computing  limitations  on  personnel 
established  pursuant  to  the  Federal  Employees  Pay  Act  of  1945 
(59  Stat.  298),  as  amended  bv  section  14  of  the  Federal  Employees 
Pay  Act  of  1946  (60  Stat.  219). 

Sec.  11.  The  President,  from  time  to  time,  but  not  less  frequently 
than  once  every  calendar  quarter,  and  until  the  end  of  the  quarterly 
period  after  all  operations  under  the  authority  of  this  Act  have  been 
completed,  shall  transmit  to  the  Congress  a  report  of  operations  under 
this  Act.  Reports  provided  for  under  this  section  shall  be  trans- 
mitted to  the  Secretary  of  the  Senate  or  the  Clerk  of  the  House  of 
Representatives,  if  the  Senate  or  the  House  of  Representatives,  as 
the  case  may  be,  is  not  in  session. 

Sec.  12.  If  any  provisions  of  this  Act  or  the  application  of  such 
provision  to  any  circumstance  shall  be  held  invalid,  the  validity  of 
the  remaincrer  of  the  Act  and  the  applicability  of  such  provision  to 
other  circumstances  shall  not  be  affected  thereby. 
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GENERAL  STATEMENT  ON  NEED  FOR  INTERIM  AID 

Although  European  production  had  risen  substantially  since  the 
war,  it  became  increasingly  clear  during  this  spring  and  summer  that 
general  European  economic  recovery  would  take  a  far  longer  time 
than  had  previously  been  anticipated.  For  this  reason  the  suggestion 
was  made  that  the  European  countries  jointly  review  their  situation 
and  develop  a  cooperative  program  of  recovery.  It  had  been  thought 
that  the  considerable  amounts  still  available  from  previously  author- 
ized assistance  from  the  United  States,  from  international  agencies 
and  from  other  countries  would  allow  adequate  time  for  such  a  pro- 
gram to  be  developed.  The  financial  and  economic  situation  of  cer- 
tain of  the  countries,  however,  has  already  become  serious.  The 
principal  causes  of  this  development  may  be  summarized  as  follows: 

(a)  Severe  losses  in  agricultural  products,  particularly  grain,  due 
to  last  winter's  freeze  and  the  summer's  drought. 

(6)  The  higher  cost  of  essential  imports,  caused  by  a  rise  in  prices, 
particularly  in  the  United  States. 

(c)  The  effects  of  the  unexpected  suspension  of  convertibility  of 
sterling.  The  countries  in  Europe  have  counted  upon  their  sterling 
earnings  to  procure  large  quantities  of  commodities  which  can  come 
only  from  the  dollar  area. 

The  economic  difficulties  besetting  the-  European  countries  have 
become  particularly  acute  in  the  case  of  Austria,  France,  and  Italy; 
and  these  countries  are  faced  with  a  serious  break-down  in  their 
economic  life  unless  assistance  is  made  available  at  once.  Austria 
has  been  at  a  bare-necessities  level  since  the  end  of  the  war.  France 
and  Italy  have  been  forced  to  scale  down  the  level  of  dollar  expendi- 
tures by  taking  steps  to  eliminate  procurement  of  all  supplies  which 
are  not  immediately  essential.  In  June  1947  Italy  stopped  making 
governmental  purchases  of  all  commodities  except  cereals,  coal,  and 
petroleum  products.  France  took  action  late  in  August  in  stopping 
the  placement  of  all  new  dollar  contracts  except  those  for  cereals,  coal, 
and  petroleum  products.  In  spite  of  these  measures,  neither  France 
nor  Italy  will  this  winter  have  available  resources  sufficient  to  fore- 
stall economic  and  financial  disintegration.  In  the  case  of  Austria, 
imports  for  the  last  quarter  of  1947  are  being  financed  principally  by 
the  United  States  relief  appropriation.  After  the  first  of  the  year 
she  will  be  without  sufficient  resources  to  maintain  the  procurement 
of  essential  supplies. 

After  making  allowance  for  all  their  available  resources,  it  is  esti- 
mated that  these  three  countries  need  a  total  of  $597  million  for  the 
period  ending  March  31,  1948,  as  follows:  MUiim 

Austria 1 J..       $42 

France 328 

Italy 227 

Total 597 

Without  such  assistance  their  consumption  of  food  would  have  to 
be  so  sharply  reduced  that  serious  malnutrition  and  sufferins:  would 
occur.  They  would  lack  the  necessary  fuel,  fertilizer,  and  other 
essential  commodities  to  prevent  progressively  dangerous  deterioration 
in  industrial  and  agricultural  production  and  to  avoid  widespread 
unemployment.     Inflation    would   gain    momentum.     A    rapid    con- 
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traction  in  the  flow  of  trade  with  other  countries  would  ensue,  with 
serious  economic  consequences  throughout  Europe.  The  foundations 
upon  which  a  general  European  recovery  program  could  be  built 
would  be  lost. 

The  funds  requested  will  not  cover  requirements  beyond  March  31, 
1948.  After  that  date,  the  problem  of  holding  the  line  against 
economic  and  social  disintegration,  on  an  interim  aid  basis,  would 
become  increasingly  complex.  Not  only  would  Austria,  Italy,  and 
France  need  further  aid  in  substantial  amounts  but  other  European 
countries,  with  reserves  rapidly  being  depleted,  would  be  unable  to 
carry  on  without  assistance.  Detailed  statements  concerning  the 
situations  in  Austria,  Italy,  and  France  follow. 

AUSTRIA 
I.  Background 

At  liberation,  Austria's  economy  was  completely  disorganized  and 
had  suffered  serious  war  damage.  Recovery  has  been  hindered  by 
the  lack  of  raw  materials,  machinery  spare  parts,  and  food,  and  by 
the  division  of  Austria  into  four  zones  of  occupation.  Substantial 
amounts  of  foreign  aid  have  been  necessary  to  keep  the  Austrian 
economy  going.  (See  appendix  A  for  details.)  Although  with  such 
assistance  and  the  efforts  of  the  Austrian  people,  some  progress  has 
been  made,  Austria's  recovery  has  been  one  of  the  slowest  in  Europe. 

Austria  has  always  depended  upon  heavy  imports  of  food.  To 
enable  her  population  to  survive,  UNRRA  relief  funds  and  the 
contributions  of  the  occupying  powers  have  been  devoted  primarily 
to  the  purchase  of  food.  Import  needs  have  been  increased  by  the 
decline  of  indigenous  agricultural  production  since  liberation.  Har- 
vests have  amounted  to  about  50  percent  of  prewar.  Because  of  lack 
of  fertilizers  and  manpower,  an  unusually  severe  winter,  and  extreme 
droughts,  the  1947  harvest  is  little  better  than  that  in  1946. 

Despite  large  relief  shipments,  normal  consumer  rations  were  as 
low  as  1,200  calories  per  person  per  day  in  1946.  The  ration  was 
lifted  to  1,550  calories  in  late  1946.  Prolonged  subsistence  on  such 
low  rations  has  resulted  in  reduced  efficiency  and  it  is  necessary  to 
raise  the  ration  level  further  in  order  to  increase  production. 

By  devoting  imports  chiefly  to  foodstuffs,  Austria,  has  lacked 
imports  of  equipment  and  many  raw  materials,  particularly  hard 
coal,  needed  to  revive  her  industry  and  to  increase  her  exports. 

Austria's  industrial  production  in  the  first  part  of  1946  amounted 
only  to  slightly  more  than  30  percent  of  1937  output.  Output  in 
major  industries  such  as  iron  and  steel,  paper,  and  magnesite  declined 
in  the  winter  of  1946-47  owing  to  the  severe  coal  shortage,  but  by 
summer  1947  reached  a  level  of  about  50  percent  of  1937. 

The  rate  of  recovery  has  also  been  very  seriously  affected  by  the 
four-power  occupation.  The  flow  of  commodities  between  zones  has 
been  hampered  by  administrative  barriers.  Occupation  costs  have 
been  a  burden  upon  the  Austrian  Government's  budget  and  have 
decreased  the  amount  of  indigenously  produced  commodities  and 
services  available  to  the  Austrian  population.     A  substantial  reduc- 


85-654  O  -  73  -  21 


316 


tion  in  these  costs  has  taken  place,  but  they  cannot  be  eliminated 
until  after  the  signing  of  the  treaty.  Completely  unhampered  move- 
ment of  supplies  among  zones  is  not  likely  to  be  achieved  until  the 
end  of  the  occupation,  after  the  Austrian  treaty  has  been  signed. 
Reactivation  of  many  industries  has  been  hindered  by  uncertainty 
regarding  the  disposal  of  major  industrial  enterprises  which  the 
occupying  powers  might  claim  as  German  external  assets  under  the 
Potsdam  Declaration.  The  United  States  Government  has  helped 
to  alleviate  this  situation  by  turning  over  to  the  Austrian  Govern- 
ment as  a  trustee  approximately  200  such  enterprises.  The  British 
Government  has  assisted  in  this  matter  in  a  similar  manner.  The 
difficulty  probably  will  be  fully  solved  only  with  the  conclusion  of  a 
treaty. 

II.  Austria's  Minimum  Interim  Aid  Requirements 

Austria  has  a  potentially  viable  economy  which  may  become  more 
productive  than  before  the  war  because  of  the  increased  capacity  of 
its  metallurgical  industry.  However,  because  of  the  current  low 
level  of  production  in  relation  to  capacity  and  the  disastrously  low 
harvests  in  the  past  2  years,  Austria  will  require  additional  foreign 
assistance  in  order  to  help  feed  the  population  and  to  enable  those 
industries  which  are  now  operating  to  continue  without  serious 
interruption. 

Austria's  dollar  requirements  for  the  last  quarter  of  1947  will  be 
covered  by  the  United  States  foreign  relief  program,  and  by  use  of 
meager  resources  available  from  exports  and  United  States  Army 
payments.  Consequently,  no  further  aid  is  needed  until  the  first 
quarter  of  1948. 

In  the  first  quarter  of  1948  total  essential  Austrian  dollar  imports 
will  amount  to  $73  million.  The  resources  available  to  Austria  during 
this  period  will  total  $31  million,  leaving  uncovered  requirements  of 
$42  million.  Interim  aid  from  the  United  States  is  needed  to  cover 
these  requirements.  The  tentative  program  for  use  of  the  interim 
aid  funds  is  shown  in  table  I. 

Table  I. ^Commodities  to  be  supplied  to  Austria  under  interim  aid  program  during 

first  quarter  of  1948 

[Millions  of  dollars] 

Food 20 

Coal 13 

Seeds,  fertilizers,  and  pesticides 7 

Medical  supplies 2 

Total 42 

In  addition  to  the  items  proposed  for  inclusion  in  the  interim  aid 
program,  necessary  additional  dollar  imports  of  bare  necessities  during 
the  first  quarter  amount  to  $31  million.  Those  can  be  covered  by 
other  dollar  resources  available  to  Austria.  A  tabulation  of  these 
requirements  together  with  a  list  of  the  resources  which  Austria  will 
use  to  pay  for  them  is  shown  in  table  II. 
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Table  II. — Dollar  outlays  to  he  covered  hy  Austria  and  dollar  resources  available 
for  that  purpose  during  first  quarter  of  19J,8 

[Millions  of  dollars] 
Requirements: 

Food 16 

Clothing  and  shoes 2 

Petroleum  products 1 

Spare  parts  for  agricultural  machinery 1 

Industrial  materials: 

(a)  Spare  parts,  for  other  machinery 2 

(b)  Chemicals 4.  5 

(c)  Nonferrous  metals  and  metal  jiroducts ... 4.5 

Total 31.0 

Available  resources: 

United  States  foreign  relief  program 16 

E.xports 4 

United  States  Arm}'  payments 4.  5 

Export-Import  Bank  and  War  Assets  Administration  credits 6.  5 

Total 31.  0 

III.  Explanatory  Data  on  Import  Requirements 

Food. — Austria's  total  food  imports  from  the  United  States  amount 
to  $36  million  for  the  quarter.  The  following  tabulation  indicates 
the  volume  and  cost  of  the  foods  from  the  United  States: 

Austria's  first  quarter  1948  food  import  requirements 


Bread  grains 

Soya  flour 

Rolled  oats 

Beans  and  peas. 

Fats  and  oils 

Horsemeat _ 

Freight 


Total. 


Long  tons 


120,  000 

3,000 

9,000 

12,  000 

12,  000 

4,500 


Price  per  ton 


$125 
146 
172 
202 
672 
440 


Total  value 


$15,  000,  000 
4:i8,  000 

1,  548,  000 

2,  424,  000 
8,  064,  000 
1,  980,  000 
6,  4S0,  000 


35,  934,  000 


These  imports,  together  with  indigenous  food  supplies  and  imports 
from  nondollar  areas,  including  private  relief,  would  provide  a  ration 
scale  of  about  1,700  calories  a  day  for  the  normal  consumer.  Require- 
ments for  grain  appear  to  be  within  the  general  limits  of  probable 
lEFC  allocations.  These  tonnages  are  almost  identical  with  those 
schedided  under  the  United  States  foreign  relief  program  for  the  period 
October  1,  1947,  to  December  31,  1947. 

Coal. — In  prewar  years  Austria  imported  over  50  percent  of  her 
coal  supply,  principally  from  Czechoslovakia,  Poland,  and  Germany. 
At  present  her  principal  sources  are  Germany  (United  States-United 
Kingdom  bizonal  area),  Poland,  and  the  United  States.  To  meet  her 
minimum  needs  Austria  must  import  at  least  260,000  tons  of  bitumi- 
nous coal  a  month,  of  which  about  150,000  tons  (at  $16  per  ton)  would 
come  from  the  Ruhr,  85,000  tons  (at  $17  per  ton)  from  Poland,  (of 
which  30,000  are  compensated  in  Austrian  commodity  exports  to 
Poland),  and  about  25,000  tons  (at  $26  per  ton  c.  i.  f.)  from  the  United 
States.     Failure  to  receive  this  amount  woidd  cause  a  decrease  of  pro- 
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duction  in  major  industries  and  interruptions  in  transportation,  as  well 
as  increased  hardship  for  the  population. 

Austria  defrays  about  20  percent  of  her  annual  coal  imports  from 
the  Ruhr  with  exports  of  electricity  to  Germany,  but  must  pay  the 
rest  in  dollars.  All  receipts  from  electricity  are  charged  against  coal 
imports.  However,  during  the  winter  months,  because  of  the  short- 
age of  water  power,  no  export  of  electricity  will  take  place,  and  it  will 
be  necessary  to  pay  in  dollars  for  all  Ruhr  coal  procured. 

Seeds,  fertilizer,  and  pesticides.— Austnsi's  needs  for  these  items  are 
broken  down  as  follows:  Seeds,  $5  million;  fertilizers,  $1  million; 
pesticides,  $1  million.  Another  $1  million  is  needed  for  spare  parts 
for  agricultural  machinery  and  implements  such  as  tractor  parts, 
chains,  leather  for  harness  repairs,  binding  ropes,  leather  belting,  and 
cream  separators. 

Total  agricultural  requirements  for  spring  cultivation  in  1948  are 
estimated  to  call  for  imports  of  approximately  $18  million  of  supplies. 
Approximately  $7  million  is  tentatively  provided  for  through  pro- 
curement prior  to  December  31,  1947,  partly  from  United  States  for- 
eign relief  funds  and  partly  from  dollar  receipts  of  the  Austrian  Gov- 
ernment. (Of  this  $7  million,  4  is  for  fertilizers,  1.5  for  seeds,  and 
1.5  for  pesticides.) 

These  additional  interim  aid  imports  would  enable  Austrian  agri- 
culture to  meet  its  minimum  spring  requirements  for  pesticides,  but 
would  cover  only  four-fifths  of  its  estimated  fertilizer  needs  for  the 
spring  season  of  1948.  This  estimated  need  somewhat  exceeds  the 
amount  of  fertilizers  used  in  Austria  before  the  war,  but  is  essential  to 
compensate  for  the  depletion  of  the  soil  during  and  since  the  war. 
Even  with  prospective  imports  of  fertilizer,  Austria  will  be  unable  ta 
reach  prewar  food  production  within  the  next  2  years. 

The  $5  million  requested  for  seeds,  together  with  the  amount  already 
spent  by  and  on  behalf  of  Austria  for  spring  seeding,  would  provide 
only  about  one-half  of  the  estimated  seed  requirements  of  Austria  in 
the  spring  of  1948.  Not  more  than  $5  million  worth  of  seeds  could 
be  effectively  procured  for  Austria  between  December  1,  1947,  and 
the  middle  of  February,  the  latest  date  for  shipment  of  spring  seeds 
for  distribution  in  Austria. 

Failure  to  provide  agricultural  supplies  in  the  amounts  described 
above  would  be  reflected  later  in  lower  food  production  in  Austria 
and  in  increased  requirements  for  food  imports  from  abroad. 

Medical  supplies. — The  chief  sources  of  medical  supplies  for  postwar 
Austria  have  been  the  United  States  Army,  the  British  grant,  captured 
enemy  supplies  distributed  by  the  occupation  forces,  and  UNRRA. 
All  these  supplies,  however,  have  fallen  far  short  of  meeting  the  most 
elementary  medical  needs  of  Austria.  By  the  end  of  1947  these 
sources  will  have  been  exhausted.  In  order  to  compensate  for  the 
shortfall  from  other  sources  and  therefore  the  failure  to  supply  the 
most  elementary  medical  needs,  the  United  States  foreign  relief  pro- 
gram called  for  about  $4  million  worth  of  medical  supplies  from  Austria 
in  1947.  Lack  of  sufficient  funds  due  to  the  increased  prices  of  basic 
food  items  in  the  program,  however,  have  prevented  the  use  of  more 
than  $500,000  for  this  purpose.  By  the  end  of  January  1948  it  is 
expected  that  all  of  this  $500,000  worth  of  supplies  will  have  been 
Holivfiror)  to  Anat.ria      The  $2  million  ipt.prini  aid  requirements  would 
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assure  the  continued  flow  of  medical  supplies  to  Austria  and  will 
provide  for  a  slight  increase  over  the  quantities  provided  heretofore. 

Shoes  and  work  clothing. — Originally  it  was  contemplated  that  about 
$5  million  worth  of  shoes  and  clothing  would  be  made  available  in 
the  United  States  foreign  relief  program  toward  meeting  the  minimum 
relief  requirements  for  clothing  and  shoes.  This  amount  was  less  than 
one-half  the  cost  of  the  Austrian  relief  needs  in  this  category  which 
was  submitted  by  the  Austrian  Government.  Because  of  the  lack  of 
sufficient  funds  due  to  the  higher-than-anticipated  cost  of  essential 
food  items  needed  in  the  program,  it  was  impossible  to  provide  any 
portion  of  these  items  under  the  United  States  foreign  relief  program. 

The  $2  million  here  provided  will  furnish  a  small  portion  of  the 
actual  requirements  and  will  be  used  to  supply  heavy  laborers, 
particularly  in  lumbering  and  mining  occupations. 

Petroleum  products. — Austria  will  need  about  $1  million  for  petro- 
leum imports  during  this  period.  Petroleum  products  available  from 
indigenous  resources  in  Austria  satisfy  only  about  50  percent  of  the 
country's  requirements.  The  remainder  has  to  be  provided  from 
imports  in  approximately  the  following  quantities: 

Ton* 

Gasoline 9,900 

Kerosene 7,  000 

Diesel  oil 18,  000 

Lubricants 2,  000 

In  the  past,  part  of  this  deficit  in  the  requirements  has  been  met  by 
supplies  provided  by  the  United  States  and  the  British  occupation 
forces. 

Spare  parts  jor  agricultural  machinery. — A  minimum  of  $1  million 
will  be  needed  for  spare  parts  and  repairs  of  agricultural  and  food- 
processing  machinery.  In  addition  to  lack  of  sufficient  fertilizer, 
pesticides,  seeds,  and  agricultural  labor,  the  revival  of  Austrian 
agriculture  has  been  hampered  by  a  lack  of  spare  parts  and  repair 
material  for  its  machinery.  Included  "among  the  needed  supplies  are 
tractor  parts,  chains,  leather  for  harness,  leather  belting,  binder 
twine,  and  ropes. 

Industrial  materials. — Necessary  industrial  imports  from  dollar 
areas  are  estimated  at  $11  milHon,  of  which  $4.5  million  is  for  chem- 
icals, rubber,  and  rubber-processing  materials,  and  another  $4.5 
million  for  ferro-alloys,  nonferrous  metals,  metal  products,  and 
electrodes.  It  is  expected  that  $6.5  million  of  these  requirements  will 
be  financed  by  the  Export-Import  Bank  credit  and  the  anticipated 
WAA  credit.  The  chemicals  are  required  to  increase  the  output  of 
Austria's  chemical  industry,  and  for  use  in  other  industries,  such  as 
wood  manufactures  and  textiles.  Another  $2  million  is  needed  for 
machinery  spare  parts.  The  industrial  requirements  here  outlined 
are  only  a  part  of  those  which  have  been  recommended  as  urgently 
needed  by  the  United  States  military  authorities  in  Vienna  and  which 
have  been  submitted  as  projects  for  financing  by  the  Austrian  author- 
ities to  the  Export-Import  Bank. 

IV.  Explanatory  Data  on  Available  Resources 

UNITED  STATES  FOREIGN  RELIEF  PROGRAM 

The  United  States  foreign  reUef  program  includes  a  tentative 
allotment  of  $16  million  for  Austrian  rehef  in  the  first  quarter  of  1948. 
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If  the  $16  millions  is  available  at  the  beginning  of  1948,  they  would 
suffice  to  procure  food  for  Austria  only  until  early  in  February. 

EXPORTS 

Austrian  exports  to  dollar  areas,  including  the  bizone  of  Germany, 
are  estimated  at  $4  million  for  the  quarter,  consisting  of  $2.5  million 
in  fertilizer  deliveries  to  Germany,  and  $1.5  million  exports  to  the 
United  States. 

UNITED  STATES  ARMY  PAYMENTS 

The  United  States  Army  has  an  agreement  with  the  Austrian 
Goverrmient  providing  for  reimbursement  by  the  United  States  in 
dollars  for  certain  expenditures  incurred  by  Austria  on  behalf  of  our 
occupying  authorities.  It  is  expected  that  these  dollar  payments  will 
amount  to  about  $1.5  million  per  month. 

EXPORT-IMPORT  BANK  AND  WAA  CREDITS 

The  Export-Import  Bank  has  granted  lines  of  credit  amounting  to 
$13  million  to  Austria.  During  the  first  quarter  1948,  the  Austrian 
Government  should  be  able  to  utilize  about  $4.5  million  of  this  credit 
for  the  specific  projects  approved  by  the  bank.  It  is  expected  that 
the  War  Assets  Administration  will  soon  grant  a  credit  of  $10  million. 
Austria  should  be  able  to  utilize  about  $2  million  of  such  credit  during 
the  first  quarter  1948. 

V.  Restitution  of  Looted  Gold 

On  November  4,  1947,  the  Austrian  Government  signed  with  the 
Tripartite  Gold  Commission  a  protocol  by  whose  terms  it  will  receive 
approximately  $40  million  of  the  looted  gold  in  the  "gold  pot."  This 
prospective  resource  is  not  counted  among  those  available  for  meeting 
Austria's  requirements  because  of  the  necessity  of  constituting  a  gold 
reserve  against  Austria's  note  circulation.  This  use  of  Austria's 
share  of  the  "gold  pot"  has  long  been  anticipated  by  the  Austrian 
people,  and  its  employment  for  current  expenditure  at  this  time  would 
weaken  confidence  in  the  Austrian  currency.  The  situation  in  that 
country  is  so  precarious  that  this  risk  should  not  be  taken. 

Appendix  A — Austria 

foreign  aid  to  AUSTRIA  THROUGH  1947 

Military  relief. — Until  April  1946,  when  UNRRA  began  to  supply 
Austrian  relief  needs,  the  occupying  powers  supplied  the  civilian 
population  in  their  separate  zones  with  the  bare  minimimi  necessary 
to  prevent  disease  and  unrest.  Even  after  the  UNRRA  program 
began,  some  military  contributions  had  to  be  made.  The  United 
States,  through  the  Department  of  the  Army,  spent  $56,000,000 
between  the  date  of  liberation  and  December  31,  1946,  for  food, 
clothing,  medical  supplies,  some  petroleum  products,  and  agricultural 
supplies.  Sums  spent  by  other  occupying  authorities  are  not  now 
known. 

UNRRA  program.— On  April  1,  1946,  UNRRA  undertook  a  relief 
program   for  Austria.     This   program   amounted    to   $137.3   million 
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(excluding  freight),  which  consisted  chiefly  of  food  and  agricultural 
supplies. 

Other  relief  aid 

•Before  the  cessation  of  UNRRA  aid.  the  United  States  Army 
allocated  additional  funds  to  Austria  for  civilian  supplies.  Expendi- 
tures from  this  source  in  1947  amounted  to  about  S2G  million.  Tlie 
British  Government  has  made  available  in  1947  £10  million  ($40 
million)  for  purchases  of  food,  agricultural  supplies,  coal,  medical 
supplies,  and  some  industrial  items,  contracts  65%  of  which  were 
placed  by  October  1,  1947.  The  United  States  foreign  relief  program 
(under  Public  Law  84)  became  efl'ective  in  June  1947,  and  for  the 
third  quarter  of  1947,  $49  million  worth  of  commodities  were  sched- 
uled for  procurement  for  Austria.  In  addition,  during  the  fourth 
quarter  of  1947,  about  $40  million  worth  of  supplies  will  be  procured 
for  shipment. 

Other  financial  aid 

The  Foreign  Liquidation  Commission  authorized  a  credit  for  Austria 
of  $10  million  in  1946  for  the  purchase  of  surplus  war  property.  Less 
than  $3  million  of  this  amount  has  been  used  so  far  because  Army 
surpluses  in  Europe  did  not  contain  much  material  useful  to  Austria. 
In  1947  the  Export-Import  Bank  granted  credits  aggregating  $13 
million  to  several  Austrian  industrial  concerns  for  the  financing  of 
specific  projects.  Most  of  these  funds  will  be  spent  in  1948.  Very 
small  credits  have  also  been  granted  by  certain  European  countries, 
such  as  Norway,  but  they  are  for  very  short  terms. 

Austria  has  applied  to  the  War  Assets  Administration  for  a  $10 
million  credit  for  purchases  of  domestic  surplus  property.  The  credit 
probably  will  be  concluded  shortly  and  deliveries  of  procurable  items 
should  take  place  in  1948. 

FRANCE 

I.    B.\CKGROUND    OF    PRESENT    DoLLAR    EXHAUSTION 

During  1946  the  French  balance-of-payments  deficit  of  $2.3  billion 
($1.5  billion  of  which  was  toward  the  dollar  area)  was  financed  by 
the  use  of  almost  a  billion  dollars  of  official  gold  and  foreign  exchange 
reserves,  by  $1.1  billion  of  foreign  credits  mainly  from  the  United 
States,  and  by  the  liquidation  of  $200  million  of  private  foreign 
assets.  In  April  of  this  year  the  French  estimated  that  the  1947 
balance-of-payments  deficit  would  h^  $1.8  billion  ($1.4  billion  toward 
the  dollar  area)  and  that  $1  billion  of  this  deficit  could  be  financed  by 
the  use  of  $600  million  of  existing  foreign  credits  and  the  liquidation 
of  $400  million  of  private  foreign  assets.  The  remaining  deficit  of 
$800  million  was  to  be  covered  by  the  expected  $500  million  loan 
from  the  International  Bank  ($250  million  of  which  the  French 
received  in  May),  by  restituted  gold,  and  by  further  use  of  official 
reserves  if  necessary. 

Since  April  1946,  however,  the  French  situation  has  deteriorated 
rapidly.  Despite  the  use  of  a  far  larger  amount  of  official  reserves 
than  was  planned  for  earlier  this  year,  and  severe  restrictions  on 
foreign  purchases  and  a  reduction  of  the  daily  bread  ration  to  200 
grams  instituted  on  September  1,  1947,  France  will  run  out  of  dollars 
before  the  end  of  1947. 
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The  main  reasons  for  the  recent  rapid  deterioration  in  France's 
international  financial  position  are: 

(a)  The  higher  cost  of  imports  due  to  rise  in  United  States 
prices  (30  percent  during  the  last  year) . 

(b)  Larger  requirements  for  imports  of  gi-ain  due  to  last 
winter's  freeze  and  the  past  summer's  drought.  Domestic 
collections  of  wheat  in  1947  are  estimated  at  3,000,000  tons 
below  1946. 

(c)  Failure  of  exports  to  the  dollar  area  to  come  up  to  expected 
levels. 

(d)  The  inconvertibility  of  sterling  (French  holdings  of  sterling 
amount  to  $200  million). 


II.  Objectives  of  Interim  Aid  Progra 


M 


France  is  now  facing  a  situation  in  which  her  available  dollar 
resources  will  not  be  adequate  to  take  care  of  her  commitments  of 
essential  commodities  and  to  procure  the  additional  quantities  of  food, 
fuel,  and  materials  needed  to  keep  her  people  and  her  economy  going 
during  the  winter  and  early  spring.  France  will  need  to  import  food 
from  dollar  areas  to  assure  the  continuance  of. the  present  reduced 
bread  ration  of  200  grams  per  day  per  capita  and  to  supply  additional 
cereals  or  substitute  foods  to  provide  the  equivalent  of  an  additional 
50  grams  per  day.  Such  a  ration  would  provide  the  equivalent  of 
approximately  2,100  calories  per  day  per  capita  for  urban  consumers 
as  compared  with  a  prewar  level  of  approximately  3,000  calories  per. 
day  per  capita.  She  will  also  need  to  import  coal  and  petroleum 
products  to  avoid  extreme  suffering  by  her  population  and  to  prevent 
break-downs  of  transportation  and  further  reductions  in  electric 
power  output  and  essential  industrial  production.  Imports  of  cotton 
will  also  be  required  to  provide  clothing  for  her  population.  In 
addition,  France  should  maintain  the  present  levels  of  employment 
and  production,  which  her  people  have  worked  so  hard  to  achieve  in 
the  years  since  the  war.  If  France  is  unable  to  finance  purchases  of 
minimum  quantities  of  raw  materials  and  other  commodities  required 
by  her  industries,  there  will  be  a  severe  reduction  of  output  during 
the  winter  months  as  well  as  a  sharp  wave  of  unemployment.  This 
would  further  reduce  the  present  low  standard  of  living  and  would 
furnish  a  breeding  ground  for  civil  unrest  and  disturbances. 

The  interim  aid  program  for  France  would  provide  the  minimum 
amount  of  necessary  feeding  and  would,  with  vigorous  economy  and 
wise  management,  avert  serious  reductions  of  output  and  employment. 
It  would  not  provide  the  materials  and  equipment  for  higher  levels 
of  economic  activity  or  for  expanded  reconstruction  or  development 
of  plants  and  equipment. 

III.  What  Aid  France  Needs  From  the  United  States 

It  is  now  estimated  that  France's  essential  outlays  during  the  period 
December  1,  1947,  to  March  31,  1948,  will  amount  in  aggregate  to 
$556  million.  Against  these  essential  outlays,  France  will  have  avail- 
able only  $228  million.  It  is  proposed  here  that  the  difference  of 
$328  million  be  supplied  by  the  United  States  as  interim  aid.' 

'  Comparable  data  covering  the  period  October  1, 1947,  to  March  31, 1948,  appear  in  appendix  E.  A  tabu- 
lation of  French  requirements  in  October  and  November  1947,  together  with  the  resources  with  which  they 
will  have  been  covered,  appears  in  appendix  D. 
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It  is  now  anticipated  that  this  amount  of  interim  aid,  if  forth- 
coming by  December  1,  1947,  will  be  used  to  purchase  the  following 
commodities: 

Table  I. — Commodities  to  he  supplied  to  France  under  interim  aid  program  during 

period  Dec.  1,  1947,  to  Mar.  31,  1948 

[Millions  ol  dollars] 

1.  Wheat HI 

2.  Milk  products ' 3 

3.  Fats  and  oils 20 

4.  Coal  from  United  States 116 

5.  Coal  from  Germany 9 

6.  Petroleum  products 22 

7.  Cotton 38 

8.  Fertilizer -^ 9 

Total . 328 

If  the  foregoing  products  are  supplied  to  France  under  the  interim 
aid  program,  France's  own  dollar  resources  should  suffice  to  cover  its 
other  essential  dollar  outlays,  as  is  indicated  in  table  II. 

Table  II. — Dollar  outlays  to  be  covered  by  France  and  dollar  resources  available  for 
that  purpose  during  period  Dec.  1,  1947,  to  Mar.  31,  1948 

[Millions  of  dollars] 
Requirements:  ' 

1.  Food 30 

2.  Fats  and  oils .--  12 

3.  Petroleum  products 23 

4.  Food  imports  for  French  zone  in  Germany 13 

5.  Essential  suiij^lies  for  French  overseas  areas 32 

6.  Imports  of  industrial  materials 52 

7.  Service  of  foreign  debt -_  26 

8.  Payment  to  Belgium  on  commercial  account 17 

9.  Payment  to  Brazil  on  commercial  account 3 

10.  Additional  contribution  to  International  Monetary  Fund 10 

11.  Administrative  and  other  expenditures 10 

Total 228 

Available  resources: 

12.  Balance  available  on  Dec.  1,  1947 153 

13.  Liquidation  of  French  dollar  securities 35 

14.  Earnings  from  exports  and  services 40 

Total 228 

'  Equipment  items  are  not  listed  since  it  is  contemplated  that  the  French  will,  during  the  interim  period, 
restrict  their  equipment  imports  to  the  funds  becoming  available  exclusively  for  this  purpose.  This  will 
consist  of  approximately  $100  million  of  funds  from  outstanding  loans  from  the  Export-Import  Bank  and 
the  International  Bank  for  equipment  purchases. 

IV.  Explanatory  Data  on  Requirements 

Wheat  {table  I,  item  1) 

The  figure  of  $111  million  consists  of  $100  million  for  wheat  and 
$11  million  for  ocean  freight.  The  wheat  represents  imports  of 
770,000  tons  of  wheat  (and  flour)  from  the  United  States  in  the  period 
December  1,  1947,  through  April  30,  1948,  for  which  payments  are 
due  within  the  period  December  1,  1947,  through  March  31,  1948. 
On  the  basis  of  United  States  over-all  export  availabilities  estimated 
at  520,000,000  bushels  of  wheat,  it  is  believed  that  the  above  French 
import  requirements  for  United  States  wheat  can  be  met.  Further- 
more, if  the  estimate  of  770,000  tons  of  United  States  exports  to 
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France  is  realized  and  if  anticipated  deliveries  of  wheat  from  other 
sources  are  also  realized,  the  French  daily  bread  ration  can  be  restored 
to  250  grams  per  person  from  the  present  low  level  of  200  grams. 
The  present  daily  ration  of  200  grams  of  bread  per  person  represents 
a  cut  made  at  the  beginning  of  September  1947,  and  is  100  grams  less 
than  the  ration  a  year  ago.  Early  restoration  of  the  250-gram  ration 
is  regarded  as  necessary  and  desirable  in  the  interest  of  less  inade- 
quate nutrition  of  the  French  urban  population  and  essential  in  order 
to  prevent  political  uiu-est  and  civil  disturbance  in  France. 

If  the  anticipated  increase  in  export  availabilities  of  United  States 
wheat  is  not  realized  and  the  present  130,000-ton  monthly  allocations 
of  wheat  to  France  are  maintained.  United  States  wheat  exports  for 
this  period  would  be  only  650,000  tons,  representing  an  expenditure  of 
$85  million  (plus  freight  charges  of  $9  million). 

Appendix  B  gives  further  data  on  French  requirements  for  bread 
grains  and  the  schedule  of  payments  to  be  made  by  the  French 
during  the  period  December  1,  1947,  to  March  31,  1948,  against  ship- 
ments of  United  States  wheat  on  the  basis  of  the  present  rate  of  allo- 
cations, and  on  the  basis  of  probable  increase  of  availabilities. 

Freight. — The  estimate  of  $11  million  for  freight  on  cereals  was 
calculated  on  the  assumption  of  United  States  exports  of  770,000 
tons  at  an  average  rate  of  $14  per  ton.  The  average  rate  of  $14 
compares  with  rates  of  approximately  $12  for  Atlantic  ports,  $14 
for  Gulf  ports,  and  $18  for  west  coast  ports. 

Milk  products  (table  I,  item  2) 

It  is  estimated  that  the  French  will  require  about  3,000  tons  of 
powdered  and  unsweetened  condensed  milk  from  the  United  States 
in  the  period  December  1  to  March  31.  This  amount  is  required  for 
dietary  purposes,  primarily  for  babies  and  adults  on  special  diets. 
The  French  import  program  for  the  first  6  months  of  1947  called  for 
dollar  imports  of  condensed  and  powdered  milk  of  14,000  tons  valued 
at  about  $14  million  and  exports  from  the  United  States  to  France 
amounted  to  $4  million. 

Fats  and  oils  (table  I,  item  3;  table  II,  item  2) 

Dollar  expenditures  for  minimum  amounts  of  fats  and  oils  are 
estimated  at  $32  million,  or  the  equivalent  of  58,200  tons  of  imports 
at  an  average  price  of  about  $550  cost,  insurance,  and  freight  per  ton. 
This  amount  would  barely  serve  to  maintain  the  fats  and  oils  ration 
during  the  winter  and  spring  months.  (The  average  ration  in  1947 
is  600  grams  for  urban  dwellers  and  500  grams  for  rural  dwellers.) 
These  amounts  are  within  the  levels  of  present  lEFC  allocations.^ 
Of  the  total  of  $32  million  it  is  now  anticipated  that  $20  million  will 
be  supplied  under  the  interim  aid  program,  with  the  remainder  being 
covered  from  France's  available  resources. 

Coal  from  the  United  States  (table  I,  item  4) 

French  coal  imports  from  the  United  States  for  the  period  Decem- 
ber 1  to  March  31  are  estimated  at  5,560,000  long  tons  at  a  delivered 
cost  of  $21  per  long  ton.  The  December  allocation  to  France  and 
the  French  colonies  was  set  at  1,359,000  long  tons.     Monthly  alloca- 

2  France's  1!M7  consumption  requirements  are  570,000  tons  with  tiii  to  iOO.OOO  metric  tons  from  domestic 
sources,  anfl  KIO.OOO  metric  tons  from  Kreiicti  colonies.  Her  import  diTicil  is  therefore  2:W,000  tons.  The 
lEFC'  allocation  for  19J7  wa.s  242,000  metric  tons  fats  and  oils  for  metropolitan  France,  of  which  189,600 
from  dollar  areas. 
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tions  from  the  United  States  for  the  period  January  through  March, 
inckisive,  are  expected  to  be  1,400,000  long  tons. 

Coal  from  Germany  {table  I,  Hem  5) 

Allocations  of  Ruhr  coal  to  France  during  the  4-month  period  De- 
cember to  March  are  estirrated  at  the  rate  of  150,000  tons  per  month. 
The  present  price  of  German  coal  is  $15  per  ton.  The  French  are 
now  being  billed  by  the  United  States  military  government  in  Ger- 
many and  are  paj^ing  dollars  for  German  coal. 

Petroleum  'products  {table  I,  item,  6;  table  II,  item  3) 

French  petroleum  import  requirements  of  $45  million  from  the 
dollar  area  are  based  on  imports  of  petroleum  products  from  the 
dollar  area  in  the  first  haK  of  1947.  The  following  tabulation  shows 
in  detail  the  break-down  of  French  imports  of  petroleum  products 
during  the  first  half  of  1947: 

France — estimated  imports  of  petroleum,  from  dollar  area  {January- June  19j^7) 


Quantity 

Price  per 
ton, 

f.  0.  b. 

Freight 
per  ton 

Value, 
f.  o.b. 

Cost  of 
freight 

Value, 
c.  i.  f. 

Crude  oil 

Metric  tons 

1.400,000 

200, 000 

135,  000 

63,  000 

405,  000 

$12 
16 
18 
70 
30 

$8 
8 
8 
8 
8 

Million 

$16. 8 

4.2 

2.4 

4.4 

12.1 

6.6 

Million 

$11.2 

2.0 

1.1 

.5 

3.2 

1.4 

Million 
$28  0 

Fuel  oil 

Gas  oil _ 

6.2 
3.5 

Lubricants 

4  9 

Gasoline  (including  aviation  gas) 

United  States  exports  to  French  over- 
seas areas     -...  

15.3 
8.0 

Total  

46.5 

19.4 

65.9 

Due  to  recent  price  increases,  an  equivalent  volume  of  imports  for 
6  months  would  at  present  amount  to  $70  million.  The  French  have 
outstanding  contracts  of  $25  million  for  imports  to  be  delivered  in  the 
last  quarter  of  1947.  Since  stocks  of  petroleum  products  have  been 
at  verj  low  levels  (as  of  September  1,  1947,  stocks  of  crude,  fuel, 
and  gas  oil  were  less  than  2  months'  supply),  it  is  estimated  that  im- 
ports during  the  4  months'  period  should  be  maintained  at  first  half 
1947  levels.  This  would  require  imports  of  $45  million.  Of  this  total 
it  is  now  anticipated  that  $22  million  will  be  provided  under  the  in- 
terim aid  program  with  the  remainder  of  $23  million  being  covered 
by  France  from  available  resources. 

Cotton  {table  I,  item  7) 

The  estimate  of  $38  million  for  cotton  imports  compares  with 
French  imports  of  raw  cotton  from  the  United  States  in  the  first  half 
of  1947  of  approximately  $45  million  (f.  o.  b.)  (63,000  metric  tons). 
Since  cotton  purchasing  is  seasonal,  occurring  mainly  during  the  winter 
and  spring  months,  the  estimate  of  $38  million  represents  essential 
requirements  for  the  period  December  1,  1947,  to  March  30,  1948. 
French  cotton  consumption  averaged  20,000  tons  per  month  during 
the  first  half  of  1947  or  at  the  rate  of  80,000  for  4  months  which  at 
$710  per  ton  c.  i.  f.  would  amount  to  $64  million. 

Fertilizer  {table  I,  item  8) 

As  of  November  1,  1947,  the  French  had  not  taken  up  any  of  their 
1947-48  allocation  of  nitrate  fertilizers  from  the  United  States  and 
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Canada  amounting  to  22,900  metric  tons  value'd  at  $8.6  million  for 
the  period  July  1,  1947,  to  July  1,  1948.  In  addition,  the  French 
were  allocated  23,000  tons  from  Chile.  It  appears  that  half  the  total 
allocations  have  been  delivered  during  October  and  November.  The 
remaining  amounts  allocated  are  needed  to  prevent  further  depletion 
of  the  soil  and  in  order  not  to  endanger  1948  harvests.  It  is,  therefore, 
estimated  that  minimum  French  import  requirements  for  the  4-month 
period  December  to  March  amount  to  approximately  $9  million. 

Food  {table  II,  item  1) 

The  French  have  obtained  an  allocation  of  40,000  tons  of  Canadian 
rye  for  the  period  December  1,  1947,  through  March  31,  1948,  at  a 
reported  price  of  $135  a  ton.  In  addition,  they  are  expected  to  obtain 
about  100,000  tons  from  Argentina  at  an  average  price  of  $170  per 
ton  and  50,000  from  the  Near  East  (Turkey  and  Syria)  at  approxi- 
mately the  same  price  payable  in  dollars.  Thus,  payments  of  $30 
million  against  cereal  purchases  outside  of  the  United  States  will 
probably  fall  due  in  the  period  ending  March  31,  1948.        ' 


Tons 


Price  per 
ton 


Amount 


Payment  for  Canadian  rye 

Payment  for  Argentina  wheat 
PasTnent  for  Near  East  wheat 

Total 


50, 000 

100,000 

40, 000 


190, 000 


$135 
170 
170 


$fi,  750, 000 

17,000,000 

6,  800, 000 


30,  550, 000 


These  amounts  are  required  to  help  maintain  and  increase  present 
rations  in  France  as  explained  above. 

Food  imports  for  French  zone  in  Germany  (table  II,  item  4) 

For  the  autumn  of  1947,  the  French  Government  adopted  a  plan  of 
distress  to  meet  the  acute  economic  situation  in  the  French  zone  of 
Germany.  The  program  presented  herewith  makes  provision  only 
for  that  part  of  the  plan  which  requires  food  imports  from  dollar 
areas.  These  essential  imports  total  $28  million,  of  which  $15  million 
are  attributed  to  October  and  November,  and  the  balance  of  $13 
million  to  the  rest  of  the  period.     Food  items  are  as  follows: 

Expenditure 
(in   millions 
Item:  of  dollars) 

Wheat 16.  0 

Fats 2.  5 

Sugar 1.2 

Pulses 1.  7 

Potatoes .  3.  9 

Other 2.  7 

Total 28.  0 

Essential  supplies  for  French  overseas  areas  {table  II,  item  5) 

United  States  exports  to  French  overseas  areas  (other  than  coal, 
cereals,  and  petroleum  supplies)  amounted  to  nearly  $50  million 
(f.  o.  b.)  in  the  first  half  of  1947.  On  this  basis  it  is  estimated  that 
payments  for  dollar  imports  other  than  for  cereals,  coal,  and  petroleum 
will  amount  to  $52  million  (c.  i.  f.)  for  the  6-month  period  October  1 
to  March  31,  of  which  $32  million  will  be  payable  in  the  period  Decem- 
ber 1  to  March  31.     Imports  of  cereals,  coal,  and  petroleum  have 


15 


327 


been  included  in  the  import  requirements  of  those  items  for  metro- 
poHtan  France. 

Imports  of  industrial  materials  {table  II,  item  6) 

Imports  of  industrial  materials  representing  minimum  require- 
ments to  maintain  the  status  quo  in  employment  and  output  are 
estimated  at  $52  million  for  the  period  December  1,  1947,  to  March 
31,  1948,  divided  as  follows: 

In  millions  of  dollars 

1.  Iron  and  steel 10 

2.  Other  minerals  and  metals '_ 16 

3.  Chemicals 20 

4.  Wood  and  wood  pulp 6 

A  break-down  of  these  items  is  contained  in  appendix  C. 

Service  of  foreign  debt  (table  II,  item  7) 

Dollar  interest  and  amortization  are  payable  by  France  on  January 
1,  1948,  as  follows: 

First  Export-Import  Bank  loan  ($550  million) :  ^n  millions  of  dollars 

Principal 9.  2 

Interest 6.  3 

Total 15.  5 

Second  Export-Import  Bank  loan  ($650  million) : 

No  principal  payment 

Interest 7.  5 

Total  due  to  Export-Import  Bank , 23.  0 

Interest  and  charges  on  International  Bank  loan  ($250  million) 3.  1 

Grand  total 26.  1 

Payment  to  Belgium  on  commercial  account  {table  II,  item  8) 

In  1945  a  payments  agreement  was  negotiated  under  which  Belgium 
extended  a  credit  to  France  for  the  excess  of  French  imports  and  other 
outward  payments  over  exports  and  other  inward  payments  in 
Belgo-Franco  trade.  The  agreement  provided  that  when  the  credit 
ceiling  ($26.8  million)  was  reached,  future  net  iniports  and  other 
payment?  were  to  be  settled  monthly  in  gold  or  dollars. 

The  amount  due  to  Belgium  at  the  end  of  September  1947  was 
$13.2  million,  which  was  paid  by  France  on  October  2,  1947.  An 
additional  amount  of  $17.3  million  was  due  and  payaijle  on  November 
1,  but  agreement  has  been  reached  deferring  actual  settlement  to 
December  31,  1947. 

Although  the  flow  of  trade  between  France  and  Belgium  is  in 
approximate  balance,  the  former  has  a  persistent  deficit  on  payments 
account  because  of  worlvcr  transfers.  About  50,000  workers  residing 
in  Belgium  are  employed  permanently  in  France,  largely  in  the  textile 
industry,  where  they  have  an  important  traditional  role.  Remittances 
in  Belgian  francs  for  tins  group  for  the  first  9  months  of  1947  were 
equivalent  to  $42  million.  In  addition,  Belgian  seasonal  workers 
performing  agricultural  labor  in  France  transfer  about  $8  million 
annually. 

Payment  to  Brazil  on  commercial  account  {table  II,  item  9) 

In  1946  an  agreement  was  negotiated  under  which  Brazil  extended 
to  France  a  credit  under  a  payments  agreement  for  the  excess  of 
French  iniports  over  exports  in  Franco-Brazilian  trade.     The  agree- 
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ment  provided  that  when  the  credit  ceihng  had  been  reached,  future 
net  imports  into  France  from  Brazil  would  be  paid  for  in  gold  or 
dollars. 

The  credit  ceiling  was  reached  in  the  summer  of  1947  and  by 
October  1  amounts  due  Brazil  exceeded  $10  million.  This  amount 
is  being  settled  in  the  following  manner: 

1.  Paid  to  Bank,  of  Brazil  Oct.  15,  1947 $4,  194,  000 

2.  Paid  to  Bank  of  Brazil  Oct.  20,  1947 2,  514,  000 

3.  Due  to  Brazil  and  now  payable 3,  600,  000 

Total 10,308,000 

Additional  contribution  to  International  Monetary  Fund  (table  II,  item 

The  International  Monetary  Fund  is  disallowing  certain  deductions 
amounting  to  $10  million  which  the  French  Government  made  in  cal- 
culation of  its  original  contribution  to  the  fund.  The  sum  of  $10 
million  will  therefore  become  payable  during  the  period. 

Administrative  and  other  expenses  {table  II,  item  11) 

The  term  "administrative  and  other  expenditures"  includes  support 
remittances,  business  travel,  and  ofhcial  expenditures  in  dollar  areas. 
The  French  Governrnent  has  estimated  its  official  expenditures  as 
follows: 


Diplomatic  aod  consular 

Contribution  to  international  organizations 
Miscellaneous 


Expenditures 


Fourth  quarter 
1947 


$7,  500, 000 

2,  000,  000 

500,  000 


First  quarter 
1948 


$6, 000. 000 
500.  000 
500.  000 


According  to  the  French  Finance  Ministry,  the  reduction  in  rate  of 
projected  expenditure  reflects  measures  to  deflate  official  expenses 
abroad. 

V.  Explanatory  Data  on  Available  Resources 

Balance  available  December  1,  1947  {table  II,  item  12) 

This  represents  cash  resources  which  should  be  available  to  France 
for  expenditures  in  the  succeeding  months.  The  relation  of  this  bal- 
ance to  transactions  during  the  period  October  1  to  December  1,  1947, 
is  explained  in  appendix  D. 

Liquidation  of  French  dollar  securities  {table  II,  item  13) 

In  the  early  part  of  1947,  the  French  Government  requisitioned  the 
declared  dollar  bank  accounts  of  French  nationals  residing  in  France 
and  these  have  since  been  spent  for  necessary  imports.  Dollar 
securities  owned  by  French  nationals  totaling  $80  million  were 
subsequently  requisitioned  and  are  in  course  of  liquidation.  Of  this 
total,  it  is  estimated  that  the  French  Government  will  receive  $45 
million  in  October-November,  leaving  a  resource  of  $35  million  for  the 
December  1,  1947,  to  March  31,  1948,  period. 
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Earnings  from  exports  and  services  {table  II,  item  14) 

Average  monthly  receipts  from  the  dollar  area  are  $10  million, 
divided  as  follows: 

Exports $7,  000,  000 

Tourist  trade 500,  000 

Miscellaneous   (services,   dividends,  postal  transfers,  inward  remit- 
tances)      2,  500,  000 

f 

Appendix  A 

United  States  financial  aid  to  French  Union  since  VJ-day 
(In  millions  of  dollars] 


Amount 
authorized 

Amount 

disbursed 

by  Sept. 

30,  1947 

Purpose 

1.  Export-Import    Bank    credits: 
Dec.  4,  1945. 

$550 

650 

56 

J  300 

420 

$550 

470 

.  156 

300 

420 

To  finance  the  completion  of  purchases 
requisitioned  under  lend-lease  but  not 
contracted  for  as  of  VJ-day. 

To  finance  purchases  of  United  States 
equipment  and  raw  materials. 

To  finance  purchases  of  up  to  100  United 
States  surplus  war-built  vessels. 

To  finance  purchases  of  United  States  sur- 
plus property  in  France. 

To  finance  VJ-day  lend-lease  inventories, 
and  post-VJ-day  transfers. 

July  13,  1946 

2.  Maritime  Commission  ship  sales 

credit. 

3.  Foreign  Liquidation  Commission 

surplus-property  credit. 

4.  Settlement  of  lend-lease  and  war- 

claims  accounts  (May  28, 1940). 

5.             Total  credits 

1,976 

1,796 

1  Amount  expected  to  be  utilized  by  Nov.  30,  1947. 

2  An  additional  $50  million  Foreign  Liquidation  Commission  surplus-property  credit  and  a  $50  million 
War  Assets  Administration  credit  to  France  have  already  been  authorized  but  contracts  have  not  yet  been 
signed  with  the  French  Government. 

Appendix  B 

french  requirements  for  bread  grains 

French  consumption  requirements  of  bread  grains  are  estimated  at 
350,000  tons  a  month  to  support  a  daily  250-gram  normal  ration 'per 
person.  On  the  most  optimistic  assumption,  average  monthly  col- 
lections from  domestic  production  will  not  exceed  170,000  tons, 
leaving  an  import  deficit  of  180,000  tons  per  month  for  metropolitan 
France.  The  import  deficit  of  French  north  Africa  is  estimated  at 
30,000  tons  a  month.  The  International  Emergency  Food  Council 
has  estimated  north  African  import  requirements  for  the  year  1947-48 
at  330,000  tons.  Since  it  is  estimated  that  French  stocks  of  bread 
grains  will  have  fallen  to  less  than  1  month's  consumption  require- 
ments by  the  end  of  1947,  import  requirements  for  the  5-month  period 
December  1,  1947  to  April  30,  1948,  are  estimated  at  1,100,000  tons 
plus  100,000  to  raise  stocks  above  the  dangerously  low  level  to  which 
they  will  have  fallen  by  the  year's  end. 
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If  present  expectations  of  United  States  export  availabilities  of  520, 
000,000  bushels  for  the  current  crop  year  are  realized,  it  is  anticipated 
that  France  can  receive  770,000  tons  from  the  United  States  in  the 
period  December  1,  1947,  to  April  30,  1948.  This  would  require  an 
increase  of  30,000  tons  in  United  States  exports  to  France  above  the 
present  monthly  rate  of  130,000  tons.  On  this  assumption  the  fol- 
lowing wheat  imports  into  France  may  be  realized: 

Quantity  in 

Source:  long  tout 

United  States 770,  000 

Australia _.  275,  000 

Near  East 40,  000 

Argentina 50,  000-100,  000 

Canada 50,  000 

Total 1,  185,  000-1,  235,  000 

The  following  table  sets  forth  the  schedule  of  payments  for  United 
States  wheat  exports  to  France  in  the  peridd  December  1,  1947,  to 
March  30,  1948,  necessary  to  cover  United  States  shipments  for  the 
5  months'  period  December  1,  1947,  to  April  30,  1948. 


Schedule  of  payments  for   United  States  wheat  exports  to  France,  Dec.  1,  1947,  to 

Mar.  SI,  1948 


Allocations 

at  present 

rate 

(I) 

Allocations 
based  on 
probable 
increase  in 
availabili- 
ties 

(n) 

Average 
price 

(III) 

Value  free  alongside 

Payments  due 

(column 
I  X  III) 

(IV) 

(column 
II  X  HI) 

(V) 

For   shipment   under   December   alloca- 
tions ' 

Before  Dec.  10,  1947,  for  January  alloca- 
tions after  deduction  of  preshipment  of 
50,000  tons  in  December. 

Before  Jan.  10,  1948,  for  February  alloca- 
tions  - - 

Before  Feb.  10,  1948,  for  March  allocations. 

Before  Mar.  10, 1948,  for  April  allocations.. 

Thousand 
long  tons 
180 

80 

130 
IdO 
130 

Thousand 
long  tons 
180 

110 

160 
160 
160 

Long  tons 
»125 

125 

125 
125 
125 

Thousands 
of  dollars 
25,  750 

10,000 

16, 250 
16,250 
16,  250 

Thousands 
of  dollars 
25,750 

13,750 

19,990 
19,990 
19,990 

Total  payments  for  United  States 
wheat 

650 

770 

84,500 

99, 470 

•  Payments  due  in  December  1947  for  December  allocations  (f.  a.  s.  basis) : 

United  States  v?heat  for  France  and  French  North  Africa  (December  allocation)  94,000 

tons $11,750,000 

For  flour  (shipped  in  November),  24,000  tons  »_... 3,000,000 

For  flour  (out  of  December  allocations),  36,000  tons  " 4,500,000 

Probable  increase  in  December  allocations  (representing  preshipment  of  January  alloca- 
tions), 50,000  tons 1 - 6,500,000 


Total  payments  due  in  December 

"  Tonnage  figures  for  flour  are  in  wheat  equivalent. 

'  The  price  of  $125  per  ton  is  equivalent  to  a  Chicago  price  of  $3.05  to  $3.10  per  bushel. 


25,  750, 000 
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Appendix  C 


Payments  for  industrial  materials  to  be  covered  by  French  resources — Dec.  1,  1947, 

to  Mar.  31,  1948 


Commodity 

Quantity 
(1,000  tons) 

Value  (c.  i.  f.) 

(in  million 

dollars) 

United  States 

exports  to 
France,  Janu- 
ary-June 1947 
(f.  0.  b.) 

1.  Metals  and  minerals: 

Iron  and  steel  

100 

10.0 

24  8 

Copper.. 

14 

7.0 

1  4 

From  United  States _.-  

2.0 
5.0 

From  Chile     .. 

Lead,  metal 

10 

5.0 

0  3 

From  Peru .      .  . 

2.5 
2.5 

From  Mexico 

Zinc,  ore,  and  metal. 

1.0 

0  8 

From  Newfoundland.. .   ..  

.4 
.3 
.3 

From  Mexico 

From  Peru ... 

Other  nonferrous  metals  and  minerals 

.3.0 

4  0 

Total,  metals  and  minerals 

26.0 

31  3 

2.  Chemicals  (other  than  fertilizers); 

Sulfur 

50 

1.0 
1.0 
1.0 
1.0 
3.5 
1.5 
0.0 
5.0 

1  7 

Benzine  products   ..  

Carbon  black 

Pigments  and  paints 

1  9 

Rubber  and  rubber  manufactures 

4  9 

Pharmaceuticals 

2  5 

Other  organic  chemicals 

}                     12.0 

Other  inorganic  chemicals 

Total,  chemicals     ... 

20.0 
6.0 

None 

23  0 

3.  Wood  and  wood  pulp     

3  7 

4.  Other  imports  from  United  States  (except  food,  fuels, 

22  0 

Total 

52 

80  0 

)-654  O  -  73  -  22 
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Appendix  D 

France-^Dollar  resources  available  and  expenditures  during  period  Oct.  1,  1947,  to 

Nov.  SO,  1947 

[In  millions  of  dollars] 
Resources : 

Stabilization  fund  balance  as  of  Oct.  1,  1947  ' , 50 

Balance  of  International  Bank  loan  available  for  purchases  of  supplies.  21 

Possible  drawings  on  International  Monetary  Fund 30 

U.  S.  Army  payment  ^ 50 

Restitution  of  gold  from  Germany  ^ 104 

Estimated  liquidation  qf  French  dollar  securities 45 

Export-Import  Bank  credit  available  for  purchases  of  supplies* 93 

Earnings  from  exports  of  goods  and  services 20 

Total  resources  for  period  Oct.  1  to  Dec.  1 413 

Expenditures: 

Payments  for  contracts  outstanding  as  of  Oct.  1,  1947,  or  incurred 
during  period  and  payable  prior  to  Dec.  1,  1947,  for  imports  of  sup- 
plies for  France,  French  colonies,  and  French  zone,  Germany  ^ 240 

Payment  to  Belgium  under  commercial  agreement 13 

Payment  to  Brazil  under  commercial  agreement 7 

Total  expenditures 260 

Balance  available  as  of  Dec.  1,  1947 153 

1  The  French  had  $50  million  available  for  current  use  in  the  stabilization  fund  as  of  Oct.  1, 1947.  In  addi- 
tion the  gold  and  forci^-exchange  reserve  of  the  Bank  of  France  was  $440  million.  In  view  of  the  present 
situation  in  France,  it  would  be  dangerous,  both  economically  and  politically,  to  spend  any  significant 
part  of  these  funds. 

2  The  U.S.  Array  paid  $50  million  on  Oct.  1?,  1947,  for  procurement  in  France  and  French  North  and  West 
Africa  since  VJ-day.  Additional  claims  are  now  being  discussed  but  it  is  not  certain  whether  these  will  In 
fact  result  in  additional  amounts  being  due,  or.  if  due,  when  settlement  will  take  place. 

3  On  Oct.  17,  1947  the  Tripartite  Commission  in  Brussels  announced  a  preliminary  distribution  of  the 
"gold  pot"  consisting  of  the  gold  found  in  Germany  or  looted  gold  recovered  to  date.  Franco  received 
$104  million. 

*  As  of  Oct.  1, 1947,  approximately  $180  million  remained  of  the  *650  million  loan  extended  by  the  Export- 
Import  Bank  on  May  28.  1946,  earmarked  for  equipment.  The  Export-Import  Bank  has  agreed  that  the 
French  may  u.se  .$93  million  of  these  funds  for  current  purchases  of  supplies. 

»  The  break -down  of  these  payments  is  listed  as  follows:  In  millions 

of  dollars. 

Commodities:  '^-  '■  f- 

Cereals  from  United  States. _ 24 

Food  from  other  sources 11 

Milk  products 2 

Fats  and  oils 15 

Coal  from  United  States... 60 

Coal  from  Germany ..._• 5 

Petroleum  products -  25 

Cotton  and  other  textile  raw  materials - 20 

Other  industrial  materials 43 

Food  supplies  for  French. zone,  Germany.. 15 

Essential  supplies  other  than  food  and  fuel  for  French  overseas  areas 20 

Total 240 
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Appendix  E 

France — Dollar  Requirements  and  Available  Resources,  Oct.  1,  1947, 

to  Mar.  SI,  1948 

[In  millions  of  dollars,  c.  i.  {.] 
Expenditures  for  supplies: 

Cereals  from  United  States 135 

Cereals  from  other  sources 41 

Milk,  condensed 5 

Fats  and  oils 47 

Coal  from  United  States 176 

Coal  from  Germany 14 

Petroleum  products 70 

Cotton -■ 58 

Fertilizers . 9 

Other  raw  materials 95 

Imports  of  food  supplies  for  French  zone,  Germany 28 

Imports  for  French  overseas  areas  (excluding  cereals,  coal,  petroleum 

supplies) 52 

Subtotal 730 

Other  expenditures: 

Payments  to  Belgium  for  Belgians  under  commercial  agreement 30 

Payment  to  Brazil  under  commercial  agreement —  10 

Interest  on  foreign  debt 26 

Administration  and  other  expenses 10 

Additional  contribution  to  International  Monetary  Fund 10 

Subtotal ■- 86 

Total  expenditures 816 

France — Dollar  resources  available,  Oct.  1,  1947,  to  Mar.  31,  1948 

[In  millions  of  dollars] 
Resources  available: 

Earnings  from  exports  of  goods  and  services 60 

Stabilization  fund  balance  as  of  Oct.  1,  1947 50 

Possible  drawings  on  International  Monetary  Fund 30 

Balance  of  International  Bank  loan  available  for  purchases  of  supplies.  21 

Estimated  liquidation  of  French  dollar  securities 80 

U.  S.  Army  payment 50 

Export-Import  Bank  credit  available  for  purchases  of  supplies 93 

Restitution  of  gold  from  Germany 104 

Total  resources 488 

ITALY 

I.  Background  of  Present  Doll-ar  Exhaustion 

Industry  and  agriculture  in  Italy  have  recovered  slowly  but  sub- 
stantially from  the  damage  and  destruction  caused  by  war.  Indus- 
trial production  reached  a  level  of  65  percent  in  the  fall  of  1946,  50 
percent  in  the  spring  of  1947,  and  75  to  80  percent  in  the  fall  of  1947. 
Agricultural  output  in  1946  had  recovered  to  about  70  percent  of  the 
general  prewar  average  output  but  has  fallen  off  since  then  as  a  lesult 
of  unfavorable  weather.  In  the  attainment  of  these  levels  of  domestic 
production  in  Italy  the  efforts  of  the  Italian  people  have  been  rein- 
forced by  assistance  received  from  abroad.  The  United  States  Gov- 
ernment, since  the  liberation  of  Italy,  has  provided  her  with  financial 
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assistance  in  one  form  or  another  amounting  to  over  $1.5  billions. 
(See  appendix  A  for  details.) 

The  estimates  of  Italy's  needs  for  relief  financing  in  1947,  presented 
last  spring  in  support  of  legislation  and  appropriations  for  the  United 
States  foreign  relief  program,  indicated  that  Italy  in  1947  would  be 
faced  with  an  uncovered  balance  on  foreign  account  of  $193  million. 
Roughly,  60  percent  of  this  amount  was  to  be  financed  by  the  United 
States  as  relief  to  Italy,  and  it  was  assumed  that  the  remaining  40  per- 
cent would  be  covered  by  aid  from  other  countries.  In  fact,  however, 
no  substantial  aid  has  been  forthcoming  for  Italy  from  sources  other 
than  the  United  States.  The  United  States  foreign  relief  program 
has  of  this  date  programed  for  shipment  to  Italy  approximately  $124 
million,  leaving  uncovered  $69  million  of  the  requirements  as  esti- 
mated at  the  time  the  relief  appropriation  was  under  consideration. 

It  now  appears  that  Italy's  dollar  requirements  for  1947  are  sub- 
stantially larger  than  previously  estimated.  The  failure  of  the  Italian 
economy  to  achieve  the  degree  of  international  equilibrium  anticipated 
last  spring  is  due  to  a  number  of  factors,  among  which  the  following 
deserve  particular  mention: 

(1)  The  retardation  of  general  economic  recovery  in  Europe, 
which  has  been  an  important  factor  in  the  failure  of  Italian  ex- 
ports to  reach  anticipated  levels. 

(2)  Increased  foreign  exchange  requirements  due  to  the  con- 
tinued rise  in  United  States  and  world  prices. 

(3)  Unfavorable  weather  conditions  resulting  in  a  poor  wheat 
and  rye  harvest  (4.7  million  tons  in  1947-48,  as  compared  with 
the  1946-47  wheat  and  rye  crop  of  6.2  million  tons,  and  with  a 
prewar  average  of  over  7  million  tons),  with  consequent  increased 
requirements  for  import  of  cereals. 

(4)  Suspension  of  the  convertibility  of  sterling  which  has 
deprived  the  Italian  economy  of  dollars  which  would  have  accrued 
from  the  conversion  of  sterling  holdings  of  approximately  $80 
million  and  current  accumulations  of,  roughly,  $6  million  per 
month  of  pounds  sterling. 

As  a  result  of  these  factors,  Italy  has  been  forced  sharply  to  reduce 
her  dollar  outlays.  In  June  1947  the  Italian  Government  was  forced 
to  cease  making  dollar  contracts  for  all  items  except  bread  grains, 
coal,  and  petroleum  products.  These  restrictions  have  reduced  the 
flow  of  supplies  needed  to  maintain  necessary  quantities  of  fuel,  food, 
and  materials  for  industrial  production.  Despite  these  restrictions, 
Italian  holdings  of  dollars  have  diminished  to  an  extremely  low  point. 
By  October  1947  public  and  private  holdings  of  dollar  balances  had 
dwindled  to  about  $37  million,  representing  bare  working  balances. 
In  addition,  gold  in  the  amount  of  only  $40  million  remained  available 
to  the  Italian  Government.^ 

To  forestall  economic  retrogression  Italy  needs  to  expend  dollars 
at  the  rate  of  about  $85  million  per  month  in  the  next  4  months. 
Her  resources  are  clearly  inadequate  for  this  purpose.  Consequently, 
Italy  requires  assistance  from  the  United  States  to  meet  her  dollar 
import  requirements  in  the  4  months  ending  March  31,  1948. 

3  Italy's  gold  hoWinEs  as  of  this  date  amount  to  $fiO  million.  Of  this  amount,  however,  it  is  estimate  I 
that  at  least  $20  million  must  be  held  aside  to  meet  Italy's  subscription  to  the  International  Monetary 
Fund. 
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II,  Objectives  of  Interim  Aid  Program 

The  primary  objective  of  the  proposed  interim  aid  program  for 
Italy  is  to  sustain  the  Italian  economy  at  its  present  levels  through 
the  winter  and  early  spring.  In  terms  of  food  consumption  levels, 
this  means  maintaining  the  present  bread  ration  of  270  grams  per  day 
for  "normal"  urban  consumers.  Such  a  bread  ration  would  permit 
the  average  urban  consumer  about  1,900  calories  per  day,  one  of  the 
lowest  caloric  diets  in  all  of  Europe.  The  average  of  the  rural  and 
urban  diet  in  Italy  today  is  about  2,200  calories,  as  compared  with 
the  prewar  average  of  2,550  calories  per  capita.  To  achieve  this  food 
consumption  goal  Italy  will  need  to  import  foodstuffs  in  large  quan- 
tities from  the  United  States  and  from  other  countries  which  also 
require  payment  in  dollars. 

In  terms  of  industrial  activity,  the  basic  objective  of  preventing 
economic  retrogression  in  Italy  will  require  the  importation  of  suffi- 
cient quantities  of  basic  raw  materials  to  maintain  industrial  activity 
at  the  present  general  level  of  approximately  80  percent  of  prewar. 
She  will  need  to  maintain  a  steady  flow  of  coal  and  other  essential 
raw  materials. 

"  At  present  2,000,000  workers  of  a  total  of  20,000,000  are  unem- 
ployed; this  proportion  will  increase  sharply  unless  a  minimum  flow 
of  industrial  materials  from  abroad  is  maintained. 

The  interim  aid  program  for  Italy  would  provide  minimum  food 
requirements  for  the  period  under  consideration  and,  with  vigorous 
economy  and  wise  management,  avert  serious  reductions  in  output 
and  employment.  It  would  not  provide  the  materials  and  equip- 
ment for  expansion  of  reconstruction,  further  development  of  plant 
and  equipment,  or  the  achievement  of  higher  levels  of  economic 
activity. 

III.  Italy's  Minimum  Interim  Aid  Requirements 

In  the  period  December  1,  1947,  to  March  31,  1948,  total  essential 
dollar  requirements  will  amount  to  $386  million.  The  resources 
available  to  Italy  during  this  period  will  total  $159  million,  leaving 
uncovered  requirements  of  $227  million.*  Interim  aid  from  the 
United  States  is  needed  to  cover  these  requirements.  The  tentative 
program  for  use  of  the  interim  aid  funds  is  shown  in  table  I. 

Table  I. — Commodities  to  be  supplied  to  Italy  under  interim  aid  program  during 
the  period  Dec.  1,  1947,  to  Mar.  31,  1948 

[Millions  of  dollais] 

1 .  Cereals 1 128 

2.  Fats  and  oils 12 

3.  Pulses 5 

4.  Milk  products 2 

5.  Coal: 

From  United  States 36 

From  Germany 10 

6.  Petroleum  supplies 13 

7.  Fertilizer  and  other  agricultural  supplies 19 

8.  Medical  supplies • 2 

Total ' 227 

<  Comparable  data  covering  the  period  October  1,  1947,  to  March  31,  1948,  appear  in  appendix  D.  A  tab- 
ulation and  explanation  of  Italy's  requirements  in  October  and  November  1947,  together  with  the  resources 
with  which  they  will  have  been  covered,  appears  in  appendix  C. 
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In  addition  to  the  items  proposed  for  inclusion  in  the  interim  aid 
program,  necessary  additional  dollar  imports  of  essential  supplies 
during  the  period  under  consideration  amount  to  $137  million.  These 
imports,  together  with  $22  million  of  invisible  items  on  current  ac- 
coimt,  can  be  covered  by  other  resources  available  to  Italy.  A 
tabulation  of  these  requirements,  together  with  a  list  of  the  dollar 
resources  which  Italy  will  use  to  pay  for  them,  is  shown  in  table  II. 

Table  II. — Dollar  outlays  to  be  covered  by  Italy  and  dollar  resources  available  for 
that  purpose  during  the  period  Dec.  1,  1947,  to  Mar.  SI,  1948 

[Millions  Of  doUarsl 
Requirements: 

1.  Cereals 25.  0 

2.  Coal 13.  0 

3.  Petroleum  supplies : 12.  0 

4.  Cotton  and  other  textile  fibers 15.  0 

5.  Rav,-  materials  for  chemical  industry 10.  2 

6.  Rubber  and  carbon  black ■.  5.1 

7.  Industrial  fats  and  oils 1.  3 

8.  Hides  and  leather 4.  0 

9.  Ferrous  metals 11.0 

10.  Nonferrous  metals 9.  4 

11.  Minerals 1.  0 

12.  Lumber .. 7.  4 

13.  Other  industrial  materials 18.  6 

14.  Other  foodstuffs A 4.  0 

Total  commodity  requirements - 137.  0 

Invisible  items  on  current  account ± 22.  0 

Total  payments 159.  0 

Available  resources: 

1.  Exports  of  goods  and  services : 77.  0 

2.  Export-Import  Bank  loans ' 55.  0 

3.  Liquidation  of  blocked  assets  in  United  States - 10.  0 

4.  Treasury  surplus  account 2.  0 

5.  P.  o.  w.'s  trust  fund  account 15.  0 

Total  receipts 159.0 

IV.  Explanatory  Data  on  Requirements 

Cereals  (table  I,  item  1,  and  table  II,  item  1) 

Requirements  are  calculated  on  the  basis  of  the  imports  needed  to 
maintain  the  present  rations  of  270  grams  of  bread,  or  equivalent, 
for  the  "normal"  city-dweller  consumer.  The  total  caloric  intake  for 
the  "average"  nonfarm  population  (including  heavy  workers,  miners, 
policemen,  and  other  categories  receiving  extra  rations)  is  estimated 
by  the  United  States  Embassy  in  Rome  at  1,916  per  day,  including 
free  and  black  market.  This  is  one  of  the  lowest  caloric  levels  for 
nonfarm  populations  in  Europe. 

To  maintain  the  270-gram  ration,  Italy  must  import,  during  the 
4  months  under  consideration,  912,000  tons  of  bread  grains  from  the 
United  States,  in  addition  to  160,000  tons  of  wheat  from  Argentina 
and  133,000  tons  from  other  countries  (mainly  the  Aliddle  East). 
Except  for  Argentine  cereals,  which  are  to  be  financed  by  credit  from 
the  Argentine  under  the  recent  Italian-Argentine  commercial  agree- 
ment, all  other  grain  imports  will  require  dollar  payments  and  are 
included  in  the  estimates  of  requirements.  Allocations  of  wheat  from 
the  United  States  during  the  last  quarter  of  1947  have  been  about 
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115,000  tons  per  month,  whereas  about  228,000  tons  per  month  are 
needed  in  the  period  under  consideration  to  avoid  a  reduction  in 
rations,  which,  in  the  opinion  of  the  United  States  Embassy  in  Rome, 
would  have  serious  repercussions.  It  seems  possible  that,  starting 
January  1948,  the  level  of  United  States  allocations  can  be  increased 
to  meet  these  requirements.  However,  if  the  supply  situation  will 
not  permit  such  an  increase,  or  will  permit  only  a  partial  increase,, 
substitute  foodstuffs  would  be  included  which  would  partially  offset 
the  decrease  in  caloric  intake  resulting  from  a  decrease  in  bread 
rations.  Alimentary  paste,  soybeans,  potatoes,  increased  amounts  of 
pulses  and  fats  and  oils,  horsemeat,  and  sugar  are  the  main  commod- 
ities which  could  be  substituted  for  bread  grains  if  it  proves  absolutely 
impossible  to  secure  the  amounts  of  cereals  indicated  above. 

Appendix  B  contains  further  details  on  Italy's  cereals  requirements. 
Purchases  of  cereals  in  the  United  States  are  included  in  table  I, 
whereas  those  in  other  countries  are  included  in  table  II. 

Fats  and  oils  {table  I,  item  2) 

Original  allocations  for  the  last  quarter  of  1947  amounted  to  about 
10.5  million  pounds  of  lard,  1.3  million  pounds  of  margarine,  2.7 
million  pounds  of  peanuts,  and  12,000  metric  tons  of  copra.  These 
commodities,  totaling  $6  million  in  value,  have  not  yet  been  procured 
by  the  Italian  Government  for  lack  of  .funds.  They  are  included  in 
the  requirements  mentioned  above,  together  with  similar  amounts 
expected  to  be  allocated  for  the  first  quarter  of  1948. 

Pulses  {table  I,  item  3) 

The  allocation  of  pulses  from  the  United  States  for  the  last  4  months 
of  1947  was  19,000  metric  tons.  This  allocation  is  included  in  the 
United  States  foreign  relief  program  to  the  extent  of  $4  million  for 
October,  Navember,  and  December  shipments.  An  amount  of  $5 
million  for  pulses  is  included  in  the  requirements  mentioned  above 
for  procurement  in  the  4  months  under  consideration. 

Milk  {table  I,  item  4) 

Condensed  milk  from  the  United  States  was  included  in  the  United 
States  foreign  relief  program  until  the  tight  dollar  situation  made 
necessary  the  utilization  of  all  possible  dollar  resources  for  the  pro- 
curement of  cereals  and  fuel.  The  $2  million  requirement  for  milk 
listed  above  is  condensed  milk  for  schools  and  children's  institutions, 
expectant  and  nursing  mothers,  and  for  limited  distribution  among 
other  special  categories. 

Coal  {table  I,  item  5,  and  table  II,  item  2) 

Irriport  requirements  of  coal  to  maintain  present  levels  of  production 
and  employment  are  estimated  at  about  850,000  tons  a  month  from 
all  sources,  compared  with  prewar  imports  of  about  1,000,000  tons 
per  month.  Dollar  payments  must  be  made  for  650,000  tons  per 
month  from  the  United  States  and  115,000  tons  from  Germany.  It 
is  expected  that  the  balance  will  come  from  Poland,  Belgium,  and 
other  sources.  The  price  of  coal  from  the  United  States  is  estimated 
at  an  average  of  $10.50  free  along  ship,  plus  $11  for  freight,  or  $21.50 
cost,  insurance,  and  freight.  Seven  million  dollars  have  been  deducted 
to  adjust  for  partial  payments  of  freight  to  Italian  colliers  in  lire. 
The  price  of  coal  from  Germany  is  estimated  at  $15  free  along  ship, 
$21.50  cost,  insurance,  and  freight. 
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Of  the  total  requirement  of  $59  million,  it  is  now  anticipated  that 
$46  million  will  be  provided  by  the  interim  aid  program,  with  the 
balance  being  financed  by  Italy  from  the  proceeds  of  the  Export- 
Import  Bank  loans. 

Petroleum  {table  /,  item  6,  and  table  II,  item  2) 

Minimum  requirements  of  petroleum  and  petroleum  products  dur- 
ing the  6  months'  period  October  1,  1947,  to  March  31,  1948,  are 
estimated  at  over  $40  million,  of  which  only  about  $8  million  is  pro- 
curable from  the  sterling  area.  During  the  first  6  months  of  1947 
the  Italian  Government  purchased  1.8  million  tons  of  petroleum  and 
petroleum  products,  of  which  119,000  tons  were  from  the  United 
States,  749,000  tons  from  Venezuela  (two-thirds  of  which  was  paid 
for  in  dollars  and  one-third  in  sterling),  and  1,130,000  tons  from  the 
Persian  Gulf  (three-fifths  of  which  was  paid  for  in  dollars  and  two- 
fifths  in  sterling).  The  total  free-alongside  ship  value  of  petroleum  and 
petroleum  products  paid  for  in  dollars  was  $17.2  million;  and  that 
paid  for  in  sterling,  1.7  million  pounds.  Expenditures  for  freight, 
payable  in  dollars  for  all  petroleum  products,  amounted  to  $13.1 
million.  All  these  amounts  are  in  addition  to  shipments  made  by 
UNRRA  at  the  beginning  of  1947,  for  which  no  complete  data  are 
available. 

At  least  $10  million  of  petroleum  products  should  be  procured 
immediately  at  the  beginning  of  the  interim  aid  program,  in  order  to 
replenish  stocks  which  have  been  drawn  below  minimum  working 
levels  by  reduced  procurements  in  recent  months. 

Of  the  total  requirement  of  $25  million,  it  is  now  anticipated  that 
$15  million  will  be  provided  by  the  interim  aid  program,  with  the 
balance  being  covered  from  the  proceeds  of  the  Export-Import  Bank 
and  from  other  available  resources. 

Fertilizer  and  other  agricultural  supplies  {table  I,  item  7) 

Requirements  for  fertilizers  and  other  agricultural  suppUes  include: 
(a)  $5.6  million  for  400,000  tons  of  phosphate  rock,  required  for  the 
manufacture  of  phosphate  fertilizer;  (6)  $8.3  million  for  15,000  tons 
of  blister  copper,  required  for  the  manufacture  of  copper  sulfate, 
which  must  be  distributed  before  March;  (c)  $4  million  for  nitrogen 
fertilizer — 42,000  tons  were  allocated  from  Chile  but  have  not  yet 
been  procured  for  lack  of  funds;  and  {d)  $1  million  for  miscellaneous 
agricultural  supplies. 

Medical  suj)j)lies  {table  I,  item  8) 

This  item  includes  $1.5  million  streptomycin  and  penicillin  and 
$0.5  million  miscellaneous  medical  supplies. 

Cotton  and  other  textile  fibers  {table  II,  item  4) 

Minimum  import  requirements  $15  million  for  cotton  and  other 
fibers.  Italy  imported  before  the  war  about  160,000  tons  of  cotton 
and  about  40,000  tons  of  wool.  In  the  first  half  semester,  1947, 
imports  of  cotton  amounted  to  67,000  tons  from  the  United  States 
and  39,000  tons  from  other  Americas,  in  addition  to  some  amounts  of 
Egyptian  and  Indian  cotton.  During  the  same  period  Italy  imported 
16,000  tons  of  wool  from  the  United  States  and  4,500  tons  from  other 
Americas,  in  addition  to  5,000  tons  of  wool  rags.  She  also  imported 
from  the  dollar  area  2,500  tons  of  other  vegetable  fibers.  The  $15 
million  included  for  cotton  and  other  textile  libers  correspond  to  only 
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1  month  consumption  requirements,  since  it  is  expected  that  during- 
the  period  under  consideration  the  ItaUan  industry  will  be  able  to 
secure  substantial  amounts  of  fibers  from  other  areas,  while  reducing- 
its  inventories  to  minimum  working  levels. 

Baw  materials  for  chemical  industry  (table  II,  item  5) 

Miscellaneous  chemical  products  required  for  the  production  of 
drugs  and  medicines  in  Italy  are  estimated  at  $3  million.  Other 
chemical  products,  for  an  amount  of  $7.2  million,  are  required  by 
the  Italian  chemical  industry  during  the  period  under  consideration. 
Among  them,  the  following  can  be  mentioned: 

Anthracite  for  special  purposes  Potassium  ferrocyanide 

Benzoic  acid  Gilsonite 

Aeroflat  Glycerin 

Butyl  alcohol  Cotton  linters 

Crude  anthracene  Crude  naphthalene 

Carbazole  Solvent  naphtha 

Calcinated  petrol  coke  Stearine 

Essence  of  turpentine  Monomer  Styrene 

Acetacetic  ether  Pure  toluene 

Pure  benzene  Xanthogenatos 

A  substantial  number  of  these  chemicals  will  be  financed  hy  the 
Export-Import  Bank  industrial  loans. 

Rubber  and  carbon  black  {table  II,  item  6) 

Italian  requirements  of  rubber  are  estimated  at  about  32,000  tons 
per  year,  half  of  which  is  artificial  rubber  from  the  United  States. 
Italian  imports  during  the  first  6  months  of  1947  from  the  dollar  area 
included  9,400  tons  from  the  United  States  and  1,600  from  other 
Americas.  Table  II  includes  10,000  tons  of  rubber  valued  at  $4.4 
million  to  be  imported  during  the  period  under  consideration,  together 
with  $.7  million  of  carbon  black. 

Industrial  fats  and  oils  {table  II,  item  7) 

Requirements  amount  to  $1.3  million,  estimated  on  the  basis  of  the 
fourth  quarter  of  1947  allocation  of  soap  and  hnseed  (2,100  tons  of 
soap,  oil  content,  and  1,000  tons  of  linseed). 

Hides  and  leather  {table  II,  item  8) 

Italian  production  of  hides  and  leather  is  insufficient  to  meet  the 
minimum  requirements  for  industrial  uses  as  well  as  for  the  shoe  in- 
dustry. During  the  first  6  months  of  1947  Italy  imported  from  the 
dollar  area  (chie'fly  South  America)  about  10,000  tons  of  hides  and 
leather,  and  almost  600,000  pairs  of  shoes  from  the  United  States. 
Four  million  dollars"  are  included  in  the  dollar  requirements  for  the 
period  under  consideration  to  allow  for  the  importation  of  a  somewhat 
smaller  amount  of  hides  and  leather  from  the  dollar  area. 

Ferrous  metals  {table  II,  item  9) 

Italian  minimum  requirements  of  ferrous  metals  for  the  period  under 
consideration  are  estimated  at  $6  million  for"  50,000  tons  of  steel 
ingots,  billets,  and  blooms,  $1.1  million  for  10,000  tons  of  structural 
steel,  $2.1  million  for  30,000  tons  of  pig  iron,  and  $2  million  for  20,000 
tons  of  rails. 

All  the  above  items,  except  the  rails,  which  are  required  by  the 
Italian  railways,  are  to  be  financed  by  the  Export-Import  Bank  in- 
dustrial loans. 
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During  the  first  6  months  of  1947  Italy  imported  from  this  country 
30,000  tons  of  steel  ingots,  billets,  and  blooms,  27,000  tons  of  rails, 
and  29,000  tons  of  pig  iron. 

Italian  requirements  of  ferrous  metals  shoulcj  be  estimated  at  a 
much  higher  level  but  for  the  supply  situation.  Steel  and  pig  iron 
are  needed  especially  for  the  mechanical  industry  and  for  the  ship- 
yards, in  order  to  maintain  their  present  level  of  activity  and  exports. 
Structural  steel  is  mainly  in  sizes  and  shapes  not  subject  to  export 
license.  Rail  requirements  correspond  to  only  one-fourth  of  the  1948 
Italian  railways  requirements,  for  which  orders  should  be  placed 
before  the  end  of  the  year.  The  amount  of  20,000  tons  roughly 
corresponds  to  the  minimum  needed  for  normal  wear  and  tear,  and 
does  not  take  into  consideration  needs  for  reconstruction  of  war  dam- 
age, or  for  rebuilding  of  the  second  track  in  most  of  the  principal  lines 
now  being  operated  with  a  single  track. 

Nonferrous  metals  {table  II,  item  10) 

Requirements  include  $7.3  million  for  13,500  tons  of  electrolytic 
copper  (especially  needed  for  electric  railways),  $1.5  million  of  special 
alloys  for  the  mechanical  industry,  and  $0.6  million  for  5,500  tons  of 
tin  plate  which  is  expected  to  be  part  of  the  first  quarter  1948 
allocation. 

Miscellaneous  minerals  {table  II,  item  11) 

Requirements  include  various  items,  especially  chromite  and  mica, 
which  are  essential  to  Italian  industry  and  can  be  procured  only  in 
dollars.  Phosphate  rock,  which  falls  in  the  same  category,  is  included 
among  essential  dollar  commodities  to  be  covered  by  interim  aid. 

Lumber  (fable  II,  item  12) 

Italian  imports  of  lumber  before  the  war  amounted  to  about  800,000 
tons  per  year.  Present  requirements  are  much  larger  because  of  war 
destruction  and  the  overexploitation  of  Italian  forests  during  the  war 
and  immediately  after  liberation.  The  traffic  with  some  of  the  tradi- 
tional suppliers  of  lumber  in  Europe,  especially  Yugoslavia,  has  not 
yet  been  fully  resumed.  It  is,  therefore,  necessary  for  Italy  to  import 
some  timber  from  the  dollar  area.  Against  annual  requirements  of 
at  least  1,000,000  tons,  only  60,000  tons  are  included,  totaling  in  value 
to  $7.4  million.  The  lumber  included  in  the  requirements  is  hardwood 
especially  needed  for  the  maintenance,  repair,  and  continuation  of 
essential  output  in  the  railway  car,  shipbuilding,  and  the  building 
industries.  Some  procurement  contracts  have  already  been  signed 
but  probably  shall  be  canceled  owing  to  lack  of  dollar  resources. 

Other  industrial  materials  {table  II,  item  IS) 

Requirements  include  $18.6  million  for  a  large  number  of  items 
necessary  in  industrial  operations;  for  example,  tanning  materials, 
colophony,  asbestos,  cellulose,  various  products  for  food  industries, 
and  boiler  pipes  for  repair  of  locomotives. 

Other  joodstufs  {table  II,  item  14) 

About  $4  million  are  required  for  other  foodstuffs  imported  from 
the  dollar  area  such  as  meat,  coffee,  cocoa,  and  tea  from  South  America. 
These  items  are  imported  by  businessmen  with  proceeds  of  foreign 
exchange  becoming  available  under  the  exchange  controls. 
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Invisible  items  on  current  account  {table  II,  item  15) 

The  $22  million  invisible  items  on  current  accounts  include: 

Million 
Payment  to  United  States  for  settlement  of  certain  war  claims  of  United 

States  nationals  against  Italy  (Lombardo  agreement,  December  1947) $5 

Partial  repayment  of  Export-Import  Bank,  1946  cotton  loan  (December  1947 

to  March'  1948) 7 

Interest  on  United  States  surplus  property  credit  (Jan.  1,,  1948) 4 

Diplomatic  expenditures,  prewar  bond  settlement,  interest  payments,  and 

miscellaneous  financial  items —       6 

Total 22 

V.  Explanatory  Data  on  Available  Resources 

Exports  of  goods  and  services  {table  II,  item  1) 

Italian  dollar  receipts  from  the  export  of  goods  and  services  during 
the  period  under  consideration  are  estimated  at  $77  million,  or  about 
$19  million  per  month.  Under  the  present  system  of  foreign  exchange 
control  the  Italian  Government  permits  exporters  to  utilize  directly 
or  to  transfer  to  other  importers  50  to  75  percent-  of  their  dollar 
receipts.  Such  exchange  must  be  used  only  for  licensed  essential  im- 
ports. The  balance  of  the  exporter's  exchange  proceeds  is  sold  to 
the  Italian  Government.  The  estimate  of  $19  million  per  month 
appears  to  be  realistic  under  present  conditions,  being  equivalent  to 
receipts  recorded  in  the  earlier  part  of  1947.  Of  this  total  about 
$14.5  million  per  month  result  from  commodity  exports  payable  in 
dollars  and  the  balance  consists  of-  emigrant  remittances,  tourist 
expenditures,  financial  payments  (including  United  States  Govern- 
ment expenditures  in  Italy),  shipping  earnings,  and  miscellaneous 
items. 

Export-Import  Bank  loans  {table  II,  item  2) 

The  Board  of  Directors  of  the  Export-Import  Bank  has  authorized 
credits  totaling  approximately  $97  million  for  various  Italian  indus- 
tries, against  the  $100  million  earmarked  for  industrial  loans  to  Italy. 
As  of  November  5,  1947,  contracts  for  a  total  amount  of  $43.4  million 
have  been  signed  by  the  bank  and  the  Istituto  Mobiliare  Italiano 
(IMI),  an  Italian  semigovernmental  intermediate  credit  institution, 
which  accepts  the  loans  on  behalf  of  the  Italian  firms.  The  other 
contracts  are  now  being  signed,  and  IMI  will  then  sign  agreements 
with  the  individual  Italian  firms.  The  $97.3  million  authorized  by 
the  Board,  it  is  estimated,  will  finance  about  $30  million  worth  of 
solid  and  liquid  fuels,  $28  million  ferrous  metals,  $12  million  machin- 
ery, and  the  balance  of  $27  million  will  be  used  for  miscellaneous 
industrial  products.  Export-Import  Bank  officials  have  estimated 
that  about  $60  million  will  be  used  to  finance  essential  Italian  imports 
before  March  31,  1948.  This  figure  is  used  in  the  present  estimates, 
although  the  agreements  of  the  loans  require  a  procedure  which  may 
result  in  a  slower  utilization  of  the  funds.  Of  the  $60  million  esti- 
mated by  the  bank,  it  is  assumed  that  $5  million  will  be  spent  during 
November  and  $55  million  during  the  4-month  period  under  consider- 
ation. Of  the  amount  to  be  spent  between  December  1,  1947,  and 
March  31,  1948,  it  is  estimated  that  $13  million  will  be  used  for  coal 
and  $4  million  for  petroleum  products. 
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Liquidation  of  blocked  assets  in  Lrnited  States  {table  II,  item  3) 

Under  the  terms  of  the  financial  agreement  between  the  United 
States  and  Italy  signed  on  August  14,  1947,  a  procedure  was  agreed 
upon  for  the  release  of  Italian  assets  in  the  United  States  to  the 
Italian  Government.  Approximately  $15  million  of  blocked  Italian 
assets  in  this  country  are  in  liquid  form,  and  it  is  reasonable  to  assume 
that  the  Italian  Government  will  be  able  to  liquidate  $10  million  of 
these  assets  before  the  end  of  March  1948. 

Treasury  suspense  account  {table  II,  item  4) 

Of  the  $9  million  remaining  in  the  Treasury  suspense  account  as 
of  October  1,  1947,  $6.6  million  were  paid  to  the  Italian  Government 
in  October.  It  is  expected  that  the  balance  will  become  available  to 
the  Italian  Government  during  the  period  under  consideration. 

P.  0.  W.'s  trust  fund  account  {table  II,  item  5) 

It  is  anticipated  that  the  Department  of  the  Army  will  conclude  a 
lump-sum  settlement  with  the  Italian  Government  on  the  outstanding 
dollar  scrips  in  the  hands  of  Italian  prisoners  of  war  in  Italy.  This 
may  amount  to  as  much  as  $15  million. 

VI.  Other  Possible  Resources — Not  Available  Before  March 

31,  1948 

1.  international  bank  and  the  international  monetary  fund 

The  Italian  Government  has  applied  to  the  International  Bank  for 
Reconstruction  and  Development  for  a  credit  of  $250  million.  It 
appears  highly  unlikely  that  the  Bank  will  take  favorable  action  on 
this  application  during  the  next  6  months. 

As  regards  the  Fund,  it  is  believed  that  the  Italian  Government 
will  be  unable  to  qualify  for  assistance  from  this  source  before  March 
31,  1948,  owing  to  its  inhaility  to  certify  a  firm  rate  of  exchange  unless, 
as  appears  unlikely,  the  Fund  makes  a  special  exception  for  Italy. 

2.    ITALIAN    CLAIMS    AGAINST    GERMAN   "gOLD    POOL" 

Italy  has  submitted  claims  to  the  Tripartite  Gold  Commission  for 
$72  million  of  gold  looted  by  Germany.  If  Italy's  total  claims  are 
ultimately  recognized  as  valid  by  the  Gold  Commission,  it  is  esti- 
mated that  Italy's  share  of  the  gold  pool  might  amount  to  about 
$40  million.  Since  $27  million  of  this  must  be  held  aside  by  the  Gold 
Commission  for  the  settlement  of  gold  claims  outstanding  against 
Italy,  Italy's  net  share  of  the  gold  pool  may  be  estimated  at  $13  mil- 
lion. However,  in  view  of  the  difficult  issues  to  be  decided  by  the 
Tripartite  Commission,  it  is  impossible  to  estimate  when  this  gold 
might  be  available. 

Appendix  A 

UNITED    STATES    ASSISTANCE    TO    ITALY    SINCE    LIBERATION 

The  United  States  Government  has  made  available  to  Italy  since 
liberation  more  than  $1.5  billion  of  financial  assistance.  (See  table 
next  page.)  Prior  to  the  United  States  foreign  relief  program,  Italy 
had  received  $507  million  of  relief  supplies  from  the  Allied  military 
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authorities  to  avoid  disease  and  unrest,  $148  million  of  relief  supplies 
in  the  period  September  to  December  1945  from  the  Foreign  Economic 
Administration  program,  and  about  $520  million  of  UlSiRRA  aid, 
of  which  $375  million  was  the  United  States  share.  In  addition  to 
this  relief  assistance,  the  United  States  has  made  available  to  Italy 
approximately  $310  million  which  represents  the  dollar  countervalue 
of  occupation  currency  which  the  United  States  armed  forces  expended 
in  Italy  for  troop  pay,  supplies,  services,  and  facilities.  The  following 
credits  have  also  been  extended  to  Italy  by  the  United  States:  Foreign 
Liquidation  Commission  surplus  property  credit,  $178  million;  Mari- 
time Commission  credit  for  the  purchase  of  110  surplus  ships,  $62 
million;  Export-Import  Bank  cotton  credit,  $25  million;  E.xport- 
Import  Bank  tobacco  credit,  $5  million.  In  addition,  the  Export- 
Import  Bank  earmarked  in  January  of  1947  a  sum  of  $100  million  for 
credits  to  Italian  enterprises,  of  which  $97  million  have  been  authorized 
in  September  and  October  1947,  but  none  of  this  amount  has  been 
disbursed  as  of  November  8,  1947.  The  present  United  States  foreign 
relief  program  has  scheduled  shipments  for  Italy  during  1947  valued 
at  $124  million. 

Table  I. —  United  States  assistance  to  Italy  since  liberation,  September  1943  to  Oct, 

31,  1947  1 


[Millions  of  dollars] 

Agency 

Amount 
author- 
ized 

Amount 
disbursed 
or  com- 
mitted 

Balance 

Oct.  31, 

1947 

Comments 

1.  U.  S.  Army  military  relief 

program    (United    States 
share). 

2.  Foreign  Economic  Adminis- 

tration,   transitional    pro- 
gram      (United       States 
share) . 

3.  UNKRA  program   (United 

376 
134 

375 
2  319 

178 

62 
127 

124 

376 
134 

375 
310 

178 

62 
30 

90 

To  avoid  "disease  and  unrest"  among 
Italian  civilians  during  period  of  war. 

Relief  assistance  to  Italy  in  fourth  quar- 
ter 1945  to  tide  Italy  over  to  beginning 
of  UNRRA  program. 

States  share). 

4.  Treasury,  suspense  account- 

5.  OFLC,     surplus     property 

9 

Dollar  countervalue  of  occupation  lire 
expended  by  United  States  in  Italy  for 
troop  pay,  supplies,  services,  and  facili- 
ties. 

credits. 
6.  Maritime  Commission 

For  purchase  of  110  surplus  ships. 

7.  Export-Import  Bank  credits. 

8.  United  States  foreign  relief 

program. 

97 
34 

.$25  million  cotton  loan,  $5  million  tobacco 
loan,  and  .$100  million  earmarked  for 
industrial  loans,  of  which  $97  million 
has  been  authorized. 

Total 

1,695 

1,555 

140 

1  United  States  aid  rendered  to  Italy  by  the  decision  of  the  United  States  not  to  avail  itself  of  its  rights 
under  the  treaty  of  peace  have  not  been  included.  This  consists  of  (1)  the  transfer  to  Italy  of  27  Italian  ships 
seized  in  United  States  ports  prior  to  the  outbreak  of  the  war  with  Italy  or  equivalent  tonnage  where  such 
ships  were  lost  by  the  United  States  in  the  war  effort;  and  (2)  the  return  of  blocked  and  vested  Italian 
assets  in  the  United  States  valued  at  .$60  million. 

2  Only  $317  million  has  actually  been  certified:  there  remains  an  additional  $2  million  which  Depart- 
ment of  War  is  withholding  until  final  accounting  has  been  made. 

Appendix  B 

italy cereal  requirements 

The  basic  assumption  in  the  computation  of  Italian  cereal  require- 
ments is  the  maintenance  of  the  present  bread  rations  in  Italy.  The 
present  rations  allow  the  "normal"  urban  consumer  270  grams  of 
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bread  or  its  equivalent — 200  grams  of  bread,  35  grams  of  com  flour, 
and  35  grams  of  alimentary  pastes  (i.  e.,  spaghetti,  macaroni,  etc.). 
The  "average"  nonfarm  population  (including  heavy  workers,  miners, 
policemen,  and  other  categories  receiving  extra  rations)  receives  a 
ration  15  or  20  percent  higher.  The  total  caloric  intake,  including 
free  and  black  market,  is  estimated  by  the  United  States  Embassy  in 
Rome  at  1,916  calories  per  day  for  the  "average"  nonfarm  population, 
of  which  1,142  calories  are  from  legal  rations,  190  from  the  black  mer- 
ket,  and  584  from  the  free  market.  This  is  one  of  the  lowest  caloric 
levels  prevailing  in  Europe. 

The  maintenance  of  the  present  levels  of  cereal  consumption  in  Italy 
it  is  estimated,  will  require  about  370,000  tons  per  month,  or  a  total 
of  4.3  to  4.4  million  tons  of  cereals  for  the  consumption  year  1947-48. 
Expected  domestic  cereal  collections  over  this  same  period  are  below 
2  million  tons;  Italy  will,  therefore,  require  total  imports  in  the  con- 
sumption year  under  reference  of  2.3  to  2.4  million  tons,  maintaining 
1-month  working  stocks.  Since  funds  must  be  disbursed  1  month 
ahead  of  actual  shipment,  Italy  in  the  period  December  1,  1947,  to 
March  31,  1948,  will  require  funds  to  finance  January  1  to  April  30, 
1948,  shipments,  estimated  at  912,000  tons  from  this  country,  160,000 
tons  from  Argentina,  and  133,000  tons  from  other  sources.  Except 
for  Argentine  cereals,  which  are  to  be  financed  under  the  terms  of  the 
recent  I talo- Argentine  trade  and  payments  agreement,  all  other  im- 
ports wiU  require  dollar  payments  and  are  included  in  the  estimate  of 
dollar  requirements  in  table  I. 

The  estimate  of  dollar  requirements  for  the  essential  cereal  require- 
ments has  been  made  on  the  basis  of  the  following  price  and  shipping 
costs  assumptions.  In  the  case  of  United  States  wheat,  the  price  used 
is  $125  per  ton  free  along  ship.  This  corresponds  to  a  $3  to  $3.10  per 
bushel  Chicago  spot  price.  In  the  last  few  months  15  to  20  percent  of 
the  Italian  allocations  of  United  States  wheat  have  been  in  flour,  a 
factor  increasing  the  average  cost  of  Italian  grain  imports.  Shipping 
costs  from  the  United  States  have  been  estimated  at  $15  per  ton, 
including  demurrages,  charges  for  shipment  to  secondary  ports,  etc. 
In  the  case  of  cereal  imports  from  other  countries,  the  price  has  been 
estimated  at  $170  per  ton,  since  a  substantial  part  of  such  imports 
would  consist  of  coarse  grains  from  the  Middle  East.  Freight  for 
cereals  from  these  sources  is  calculated  at  $13  per  ton. 

The  maintenance  of  bread  rations  in  Italy  as  explained  above  will 
require  in  the  period  under  reference  cereal  shipments  from  the  United 
States  of  approximately  912,000  tons  or  228,000  tons  per  month. 
In  the  past  few  months  allocations  of  United  States  wheat  for  Italy 
have  been  at  the  level  of  115,000  tons  per  month.  In  view  of  the 
importance  of  cereals  in  the  Italian  diet  and  the  serious  political 
repercussions  of  a  failure  to  maintain  bread  rations,  it  is  hoped  that  it 
will  be  possible  to  obtain  the  required  higher  allocations  of  United 
States  wheat  beginning  in  January.  However,  if  the  siipply  situation 
does  not  permit  such  allocation,  an  effort  should  be  made  to  prevent 
a  drastic  deterioration  in  the  caloric  content  of  the  Italian  rations  by 
substituting  to  the  greatest  degree  possible  other  commodities  for 
the  unavailable  cereals.  To  the  extent  that  cereals  are  not  available, 
it  is  planned  to  substitute  potatoes,  increased  amounts  of  pulses  and 
fats  and  oils,  and  some  amounts  of  sugar,  horse  meat,  soybeans,  and 
alinientary  paste. 
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Appendix  C 

Italy — Estimated  dollar  expenditures  and  receipts,  Oct.  1  to  Nov.  SO,  1947 

[Millions  of  dollars] 
Expenditures: 

1.  Supplies: 

Cereals : 

United  States 29 

Other  countries 11 

Freight , - 4 

Total 44 

Coal,  cost,  insurance,  and  freight: 

United  States 22 

Germany -  5 

Petroleum  supplies,  cost,  insurance,  and  freight '  5 

Other  commodities,  cost,  insurance,  and  freight 23 

Total  supplies : 99 

2.  Invisible  items  on  current  account 1 

Total  expenditures 100 

Receipts : 

1.  Current  receipts:  Exports  of  goods  and  services 37 

2.  Resources  becoming  available  by  United  States  executive  action: 

United  States  foreign  relief  program 51 

Export-Import  Bank  credits 5 

Treasury  suspense  account 7 

*  

Total  receipts. 100 

Balance 0 

1.  Expenditures. — Payments  over  the  2-month  period  include  No- 
vember and  December  allocations  of  United  Spates  cereals  and  coal. 
Payments  which,  except  for  the  financial  stringency,  would  have 
been  made  in  November,  to  cover  December  shipments  of  petroleum 
and  of  most  miscellaneous  raw  materials,  have  been  carried  forward 
into  December.  This  will  restore  part  of  the  flow  of  these  essential 
supplies. 

2.  Receipts. — Italian  receipts  during  October  and  November  include, 
in  addition  to  receipts  on  current  account  for  exports  of  goods  and 
services,  the  resources  becoming  available  by  United  States  Executive 
action.  The  most  important  item  of  receipts  is  the  United  States 
foreign  relief  program,  of  which  the  remaining  $51  million  is  expected 
to  be  spent  by  the  end  of  November  1947.  In  addition,  it  is  assumed 
that  the  first  $5  million  of  the  Export-Import  Bank  industrial  loan 
will  be  utilized  by  the  end  of  November,  as  well  as  the  $6.6  million 
from  the  Treasury  suspense  account,  which  was  paid  to  the  Italians 
at  the  end  of  October. 

3.  Balance. — The  balance  of  payments  for  the  period  October  and 
November  1947  is  in  equilibrium,  since  Italian  purchases  in  this  period 
will  of  necessity  be  restricted  to  the  availability  of  funds.  As  indi- 
cated above,  they  will  be  forced  to  defer  necessary  purchases  of  petro- 
leum and  other  essential  commodities  to  the  month  of  December. 
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Appendix  D 
Italy — Dollar  Tequirements  and  resources,  Oct.  1,  1947,  to  Mar.  SI,  19^8 

[Millions  of  dollars] 
Expenditures: 
Supplies: 
Cereals 

United  States  > 143 

Other  countries  - 34 

Freight ' 20 

Total  cereals 197 

Coal,  cost,  insurance,  and  freight: 

United  States  * 71 

Germany  ® 15 

Petroleum  supplies,  cost,  insurance,  and  freight 30 

Other  commodities,  cost,  insurance,  and  freight 150 

Total  supplies 463 

Invisible  items  on  current  account 23 

Total  expenditures 486 

Receipts : 

Current  receipts: 

Exports  of  goods  and  services 114 

Liquidation  of  blocked  assets 10 

Subtotal 124 

Resources  becoming  available  by  United  States  Executive  action: 

United  States  relief  program.,, j 51 

Export-Import  Bank  credits 60 

Treasurj'  suspense  account 9 

Prisoner-of-war  trust  fund  account 15 

Subtotal 135 

Total  receipts 259 

Uncovered  requirements 227 

'  1,145  thousand  tons,  at  $125  per  ton. 

'•200,000  tons,  at  $170  per  ton. 

'  $15  per  ton  for  United  States  cereals,  $13  per  ton  for  Middle  East  cereals. 

<  600,000  tons  monthly  in  November  and  December,  650,000  tons  per  month  January  through  April. 
Price  estimated  at  $21.50  cost,  insurance,  and  freight  per  ton.  $11  million  have  been  deducted  to  adjust  for 
partial  payments  of  freight  to  Italian  colliers  in  lire. 

»  115,000  tons  per  month  at  $15  free  along  ship,  plus  $6.50  freight. 

METHOD  or  OPERATION  OF  INTERIM  AID  PROGRAM 

In  view  of  the  necessity  for  immediate  action  in  procurement  and 
shipment  of  supphes,  it  is  not  feasible  to  set  up  new  machinery 
involving  the  emplojmient  of  new  personnel  and  establishment  of  new 
procedures,  to  handle  interim  aid  funds.  The  funds  requested  should 
be  completely  obligated  within  90  to  120  days  after  the  passage  of  the 
legislation.  The  program  is  primarily  directed  at  three  countries,  for 
two  of  which  United  States  supply  machinery  is  already  in  operation 
in  connection  with  the  relief  assistance  program.  In  the  case  of 
France  also,  existing  machinery  can  be  utilized  without  difficulty  to 
assure  a.  continuous  and  expeditious  flow  of  supplies.  It  is  contem- 
plated that  if  and  when  legislation  is  passed  authorizing  United  States 
participation  in  the  European  recovery  program  and  machinery  is 
established  to  administer  United  States  funds,  any  uncommitted  funds 
from  the  interim  appropriation  would  be  made  available  for  expendi- 
ture under  that  machinery. 
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It  is  proposed  that,  upon  passage  of  enabling  legislation  and  appro- 
priation of  funds  to  the  President  for  interim  aid,  the  President  author- 
ize the  Secretaiy  of  State  to  control  the  allocation  of  funds  to  carry  out 
the  program  as  has  been  done  in  the  case  of  the  United  States  foreign 
reUef  program.  These  operations  could  then  be  integrated  into  the 
existing  organization  responsible  for  carrying  out  the  relief  assistance 
program.  The  increased  burden  placed  on  the  organization  will  not  be 
considerable,  in  view  of  the  fact  that  France  is  the  only  country  added 
to  present  operations. 

Two  methods  of  providing  for  the  procurement  and  shipment  of 
supplies  would  be  used.  Wherever  it  seems  feasible,  particularly  in 
the  cases  of  commodities  in  short  supply  where  unified  procurement  is 
advisable,  allocations  would  be  made  to  the  Department  of  Agricul- 
ture (Commodity  Credit  Corporation),  the  War  Department,  or  the 
Bureau  of  Federal  Supply  in  the  Treasury  Department,  which  would 
then  enter  into  procurement  contracts.  To  the  extent  necessary,  they 
would  also  contract  for  shipment  of  the  supplies.  Supplies  would 
then  be  transferred  to  the  receiving  government,  to  be  utilized  by  it  in 
accordance  with  general  understandings  contained  in  an  agreement 
with  the  country. 

In  the  case  of  supplies  which  the  foreign  country  through  govern- 
mental facilities  or  through  commercial  channels  appears  to  be  best 
equipped  to  procure,  the  following  arrangements  would  be  carried 
out:  The  foreign  government  would  be  authorized  to  arrange  for  the 
procurement  of  certain  specified  quantities  of  particular  commodities. 
Pursuant  to  this  authorization,  the  foreign  country  would  make  con- 
tracts and  pay  the  suppliers  and  shipping  agents.  It  would  then 
present  to  the  appropriate  United  States  officials  documents  showing 
(a)  terms  of  contract,  (6)  delivery  of  goods,  and  (c)  evidence  of  pay- 
ment. Upon  being  satisfied  that  the  comimodities  procured  were 
within  the  amounts  previously  authorized  by  the  United  States, 
were  properly  procured,  and  had  been  delivered  and  paid  for,  the  State 
Department  officials  would  authorize  a  check  to  be  drawn  in  favor  of 
the  foreign  government  as  reimbursement  for  the  expenditures  made. 
Supplies  procured  in  this  manner  would  also  be  utilized  by  the  foreign 
government  in  accordance  with  the  agreement  with  that  country. 
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Minutes  of  Heaeings  Held  in  Public  Session,  From  Foreign  Relations 

Committee  Files 

public  hearing,  foriegn  relations  committee,  november  10,  1947 

The  Committee  met  in  open  hearing  in  conjunction  with  the  House  Committee 
on  Foreign  Affairs  and  the  Herter  Committee  (of  the  House)  on  Foreign  Aid  at 
10 :30  a.m.  in  the  Caucus  Room  of  the  Senate  Office  Building. 

Members  of  the  Senate  Foreign  Relation.s  Committee  present:  The  Chairman, 
Senators  Capper,  White,  Smith,  Hickenlooper,  Lodge,  Connally,  George,  Thomas, 
Barkley,  and  Hatch. 

The  joint  hearing  was  dissolved  at  11  a.m.,  following  the  statement  of  Secre- 
tary Marshall  on  foreign  aid. 

The  Senate  Committee  met  in  executive  session  at  11 :30  a.m.  in  the  Capitol 
Committee  Room. 

PUBLIO  HEARING,  FOREIGN  RELATIONS  COMMITTEE,  NOVEMBER  11,  1947 

The  Committee  met  at  10  a.m.  to  resume  open  hearings  on  European  aid.  The 
hearing  was  held  in  the  Caucus  Room  of  the  Senate  Office  Building. 

Present :  The  Chairman,  Senators  Capper.  AVhite,  Smith,  Hickenlooper,  Lodge, 
Connally,  George,  Thomas,  Barkley  and  Hatch. 

The  Secretary  of  State  testified  as  did  Mr.  Robert  A.  Lovett,  Under  Secretary 
of  State.  * 

The  Committee  recessed  at  12  :20  p.m.  to  meet  again  at  2  p.m.  5 

Present  at  afternoon  hearing :  The  Chairman,  Senators  Capper,  White,  Smith, 
Lodge,  Hickenlooper,  Connally,  George,  Thomas,  and  Barkley. 

The  lender  Seci-etary  of  State  resumed  and  completed  his  testimony.  He  was 
followed  by  the  American  Ambassador  to  Great  Britain,  Lewis  W.  Douglas. 

The  Committee  recessed  at  4  :05  p.m.  to  meet  again  November  12  at  10  a.m. 

(The  day's  proceedings  were  carried  by  television,  the  first  time  a  Congres-; 
sional  hearing  was  transmitted  by  "live  television.") 

PUBLIC  HEARING,  COMMITTEE  ON  FOREIGN  RELATIONS.  NOVEMBER  12,  1947 

The  Committee  met  at  10  a.m.  in  the  Caucus  Room  (318)  Senate  Office  Build- 
ing to  resume  hearings  on  the  European  Recovery  Program. 

Present :  The  Chairman,  Senators  Capper,  White,  Wiley,  Smith,  Hicken- 
looper, Lodge,  Connally,  George,  Thomas,  and  Barkley. 

Secretary  of  Commerce  Harriman  testified. 

The  Committee  recessed  at  12  :30  p.m.  to  meet  again  at  2  p.m. 

The  same  Senators  were  present  at  the  afternoon  session. 

Secretary  Harriman  resumed  and  completed  his  testimony.  Mr.  Charles  J. 
Hearst  of  Iowa  was  also  heard. 


PUBLIC    HEARING,    COMMITTEE   ON    FOREIGN   RELATIONS,    NOVEMBER    13,    1947 
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The  Committee  met  to  resume  public  hearings  on  the  foreign  aid  program  in 
the  Caucus  Room  (318)   Senate  Office  Building. 

Present :  The  Chairman,  Senators  Capper,  White,  Wiley,  Smith,  Lodge,  Hick- 
enlooper, Connally,  George,  Thomas,  and  Barkley. 

Assistant  Secretary  of  Interior,  William  E.  Warne,  discussed  the  Krug  report. 

The  Committee  recessed  at  11 :30  a.m.  to  meet  again  November  14,  at  10  a.m. 

PUBLIC    HEARING,    COMMITTEE   ON    FOREIGN    RELATIONS,    NOVEMBER    14,    1947 

The  Committee  met  to  resume  public  hearings  on  the  subject  of  foreign  aid. 
The  hearing  was  held  in  the  Caucus  Room  (318)  Senate  Office  Building  at  10  a.m. 

Present :  The  Chairman,  Senators  Capper,  White,  Wiley,  Smith.  Lodge,  Con- 
nally, George,  Thomas,  and  Barkley. 

The  witnesses  were  the  Honorable  Christian  A.  Herter,  Chairman  of  the 
Special  House  Committee  on  Foreign  Aid,  the  Chairman  of  the  Special  House 
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Committee  on  Foreign  Aid,  the  Honorable  John  Foster  Dulles,  and  Mr.  George 
Romney  of  the  Automobile  Manufacturers  Association  of  Detroit. 

The  preliminary  hearings  were  concluded  at  12  :05  p.m.  The  Committee  will 
meet  in  executive  session,  Monday,  November  17,  at  10  a.m. 


Memorandum 

November  17,  1947. 
To :  Senator  Vandenberg  and  Senator  Connally. 
From  :   The  committee  staff. 
Subject :   Comments  on  draft  interim  aid  bill. 

During  the  hearings  a  number  of  questions  were  raised  by  Committee  mem- 
bers about  the  interim  aid  proposal  presented  by  the  Department  of  State.  A 
study  of  the  relief  bill  of  last  June  also  reveals  certain  points  which  ought  not 
to  be  forgotten  in  any  consideration  of  the  pending  legislation.  Some  of  these 
points  are  briefly  outlined  below. 

1.  Amount  of  Assistance 

Our  staff  has  made  no  attempt  to  check  the  figures  for  assistance  presented  by 
the  State  Department.  It  is  significant  that  the  Herter  Committee,  which  made 
a  careful  analysis  of  the  figures,  think  the  amount  is  not  too  high.  Some  mem- 
bers of  our  Committee,  however,  have  raised  questions  about  the  methods  used 
to  screen  the  requirements.  The  main  complaint  of  the  Herter  group  is  that  the 
228  thousand  tons  of  cereals  required  per  month  from  the  United  States  will  not 
be  entirely  available.  It  is  true  that  the  new  program  would  call  for  a  sizeable 
increase  in  our  shipments  of  wheat  to  Italy. 

The  discrepancy  in  Mr.  Herter's  figures  and  those  of  the  State  Department  does 
not  seem  to  us  to  be  great  enough  to  justify  all  the  fuss  that  has  been  made.  The 
State  Department  representatives  recommend  that,  if  wheat  is  not  available, 
substitutes  like  potatoes,  pulses,  fats,  oils,  and  sugar  be  sent.  The  present  caloric 
intake  of  the  average  non-farm  Italian  is  estimated  at  1916,  one  of  the  lowest 
in  Europe.  It  would  seem  desirable,  therefore,  to  think  in  terms  of  substitutes 
rather  than  in  terras  of  cutting  the  appropriations  for  Italy.  Also,  it  should  be 
pointed  out  that  Mr.  Herter  apparently  has  not  taken  into  account  any  additional 
efforts  that  might  be  made  on  our  part  to  conserve  grain. 

It  would  seem  logical,  therefore,  to  leave  the  appropriation  in  the  bill  as  it  is, 
but  to  call  attention  to  the  problem  of  availability  of  commodities  in  the  Com- 
mittee report,  and  to  suggest  the  use  of  substitute  foods  in  case  suflScient  grain 
cannot  be  found. 

2.  AvailaMlity  of  Commodities 

In  view  of  the  fact  that  wheat  and  other  items  are  in  short  supply  in  the  United 
States,  Mr.  Herter  stresses  the  point  that  we  should  not  make  promises  to  the 
recipient  countries  if  we  cannot  deliver  the  goods  later.  Would  it  be  wise,  there- 
fore, to  insert  in  the  legislation  a  proviso  to  the  effect  that  our  ability  to  assist 
the  recipient  countries  would  be  conditioned  upon  the  availability  of  Commodities  ? 

3.  Administration  of  Program 

Is  not  Section  3  covering  administration  too  broadly  drafted?  It  is  not  clear 
from  reading  the  interim  aid  bill  just  who  would  administer  the  program.  Should 
it  not  be  specified  that  the  interim  aid  program  is  to  be  administered  in  the  same 
manner  as  the  relief  program? 

4.  Selling  Price  of  Relief  Goods 

Senator  Bridges  reported  to  the  press  on  Friday  that  some  European  govern- 
ments have  been  charging  exorbitant  prices  for  United  States  relief  goods  fur- 
nished under  the  relief  bill  of  last  June.  He  points  out  that  our  government  is 
getting  a  bad  reputation  because  people  naturally  object  to  paying  greatly  in- 
flated prices  for  so-called  relief  goods.  Might  it  not  be  desirable  to  establish  the 
principle  in  the  bill  that  all  such  goods  should  be  sold  at  a  "reasonable"  price? 
Such  a  limitation  might  be  inserted  in  the  bilateral  agreements  concluded  between 
the  United  States  and  recipient  countries. 

5.  Bilateral  Agreements 

Members  of  the  Committee  have  correctly  stressed  throughout  the  hearings  the 
importance  of  these  bilateral  agreements.  It  should  be  remembered,  however, 
that  they  will  be  in  the  nature  of  executive  agreements  and  the  Congress  will  not 
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see  them  once  this  legislation  is  concluded.  At  the  present  time  only  four  condi- 
tions which  are  to  be  included  in  the  agreements  are  set  down  in  the  interim  aid 
bill.  Should  not  every  precaution  be  taken  to  include  in  the  bill  all  those  general 
conditions  which  the  Congress  wants  to  impose? 

6.  Off  Shore  Purchasiny 

Section  3(a)  of  the  bill  provides  that  the  commodities  necessary  for  the  pro- 
gram may  be  purchased  from  any  source.  This  means  in  or  outside  of  the  United 
States  and  its  territorial  possessions.  The  relief  bill  contains  a  provision  permit- 
ting 6  percent  of  the  total  to  i)e  spent  for  off  shore  purchases.  Should  not  some 
similar  provision  be  included  in  the  interim  aid  bill,  possibly  raising  the  figure 
to  20  or  25  percent?  This  would  seem  desirable  in  view  of  the  petroleum,  coal, 
and  fertilizer  which  must  be  furnished  for  the  program  and  some  of  which  must 
be  procured  from  abroad.  The  State  Department  agrees  that  it  woiUd  not  be 
objectionable  to  raise  the  figure  to  20  or  25  percent. 

7.  Preamble 

In  line  with  Mr.  Dulles'  suggestion,  might  it  not  be  desirable  to  add  a  pre- 
amble to  the  bill  indicating  our  broad  objectives  in  passing  it? 

8.  Help  from  other  Countries 

From  what  was  said  at  the  hearings,  the  extent  to  which  we  can  expect  other 
states  to  help  with  such  a  program  is  indeed  limited.  From  a  public  relations 
point  of  view,  however,  might  it  not  be  advisable  for  the  Congress  to  instruct 
the  Administration  in  the  bill  to  invite  other  states  who  are  in  a  position  to  do 
so  to  extend  assistance  to  the  recipient  countries? 

9.  Petroleum 

During  the  hearings  the  question  was  raised  as  to  the  desirability  of  shipping 
petroleum  to  France.  Austria,  and  Italy  in  view  of  the  shortage  of  oil  in  the 
United  States.  To  take  care  of  this  objection,  would  it  be  desirable  to  insert  a 
provision  in  the  bill  instructing  the  Administration  to  stop  oil  shipments  from 
the  United  States  if  they  should  result  in  accentuating  the  shortage  of  oil  here 
at  home? 

10.  Stockpiling 

Much  was  said  during  the  hearings  about  exploring  the  possibility  of  acquir- 
ing strategic  materials  in  exchange  for  our  assistance  in  order  to  build  up  our 
stockpile.  Should  any  provision  be  inserted  in  this  bill  with  respect  to  this  point 
or  is  it  essentially  a  long-range  problem  which  can  wait  until  the  development  of 
the  European  recovery  program? 

//.  Conservation 

Should  anything  be  inserted  in  the  bill  or  the  preamble  with  respect  to  the 
conservation  program? 

J2.  Continuation  of  Controls 

It  seemed  to  be  agreed  during  the  hearings  that  those  controls  now  in  effect 
over  the  United  States  economy  should  be  continued.  It  is  assumed,  however, 
that  this  problem  will  be  handled  in  due  course  when  it  arises  in  February. 

13.  Termination  of  Assistance 

The  I'resident  is  directed  to  terminate  the  provision  of  assistance  for  any 
country  "which  does  not  adhere  to  the  terms  of  its  agreement".  The  relief  bill  con- 
tained Culler  provisions  for  terminating  the  program — providing  that  the  Presi- 
dent shall  terminate  assistance  when  it  is  no  longer  necessai-y  because  of  changed 
conditions,  or  when  an  excessive  amount  is  used  for  the  maintenance  of  armed 
forces,  or  when  supplies  are  being  removed  or  exported  from  the  recipient  country. 

1^.  United  States  Radio  and  Press  Representatives 

The  relief  bill  also  contained  a  clause  providing  that  representatives  of  the 
(Tnited  States  and  of  the  press  and  radio  of  the  United  States  should  be  permitted 
"to  observe  freely  and  to  report  fully  regarding  the  distribution  and  utilization 
of  such  supplies''.  In  view  of  our  relations  with  the  three  countries  involved, 
perhaps  it  would  not  be  necessary  to  include  such  a  provision  in  the  interim 
aid  bill.  However,  we  did  want  to  call  this  to  yoiir  attention. 
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15.  Distribution  of  Relief  Supplies 

The  relief  bill  also  contains  a  clause  providing  that  "the  supplies  .  .  .  will 
be  (listril)uted  among  the  people  without  discrimination  as  to  race,  creed  or 
political  belief".  Likewise,  there  is  another  clause  to  the  effect  that  provision 
will  be  made  for  a  control  system  "so  that  all  classes  of  people  within  such 
country  will  receive  their  fair  share  of  essential  supplies".  It  may  not  be  neces- 
sary to  include  such  provisions  in  the  interim  aid  bill  but  we  did  want  to  call 
these  provisions  to  your  attention. 

XoTK. — The  Committee  staff  is  at  present  drafting  language  which  might  be 
introduced  into  the  pending  legislation  and  which  would  cover  the  i>oints  listed 
above. 
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[COMMITTEE  PRINT] 

November  19, 1947 

DRAFT,  EUROPEAN  INTERIM  AID  BILL 

Staff  note. — This  is  the  draft  bill  submitted  by  the  State  Department 
to  the  joint  session  of  the  Senate  Foreign  Eelations  Committee  and  the  House 
Foreign  Affairs  Committee  on  November  10.  Possible  amendments  relating 
to  points  raised  during  hearings  have  been  suggested  by  the  committee  staff 
and  have  been  inserted  in  parentheses.  Some  of  these  have  been  taken  literally 
from  the  text  of  the  relief  bill. 


80th  CONGRESS 
IST  Session 


s. 


liS"  THE  SENATE  OF  THE  UNITED  STATES 

November         ,  1947 

Mr. introduced  the  following  bill;  which  was  read  twice  and  referred 

to  the  Committee  on  Foreign  Relations 


A  BILL 

To  promote  the  general  welfare,  national  interest,  and  foreign 
policy  of  the  United  States  by  providing  supplies  to  certain 
European  countries  on  an  emergency  basis. 

1  Be  it  enacted  by  the.  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  "European  Interim  Aid 

4  Act  of  1947". 

5  Sec.  2.  It  is  the  purpose  of  this  Act  to  provide  immediate 

6  assistance  in  the  form  of  food,  fuel,  and  other  commodities 
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J  authorized  herein  urgently  needed  by  the  peoples  of  Austria. 

^  France,  and  Italy,  hereinafter  referred  to  as  the  recipient 

3  countries,  to  alleviate  conditions  of  intolerable  hunger  and 

4  cold  and  prevent  serious  economic  retrogression  which  would 

5  jeopardize  any  general  p]uropoan  economic  recovery  program 
0  leased  on  self-help  and  cooperatii»n. 

7  Sec.    3.  The    President,    acting    through    such    depart- 

8  ments,  agencies,  ur  jnde})eiident  establishments  of  the  Gov- 

9  ernment  as  he  shall  direct,  may,  by  allocation  of  funds  to 

10  any  such  departments,  agencies,  or  independent  establish- 

11  ments,  or  by  making  funds  available  to  the  government  of 

12  a   recipient  country,   whenever  he   finds   it   in  furtherance 

13  of  the  purposes  of  this  Act  and  upon  the  terms  and  con- 
1-4:  ditions  set  forth  in  this  Act  and  upon  such  other  terms  and 
15  conditions  as  he  maj^  determine — 

in  -(ft:}-  Procure,  of  provide  funds  fof  the  procurement 

17  from  any  source-,  by  manufacture,  or  otherwise,  food, 

18  seed,  a«4  fertilizer ;  eealy  petroleimi,  ft«4  petroleum  prod 

19  ucts;  other  ftiel^  fibers;  and  stteh  other  commodities  as 

20  ft^  necessary  fw  ^Jke  accomplishment  ef  tbe  purposes 

21  of  this  Aejfe  fts  set  forth  in  section  3-f 

22  [(a)   Procure,   or  provide  funds  for  the  procure- 

23  ment  from  any  source,  food,  seed,  pesticides,  and  fer- 

24  tilizers;  medical  supplies;  fibers;  coal,  petroleum,  and 
?5  petroleum  products;  and  when  the  President  determines 
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1  it  essential  to  prevent  economic  retrogression  in  any  of 

2  the  recipient  countries,  spare  parts  and  raw  materials, 

3  processed  or  unprocessed;  and  other  commodities  au- 

4  thorized  herein;] 

5  .(b)    Transport,  or  provide  funds  for  transportation 

6  of,  such  commodities; 

7  (c)    Transfer   such    commodities    to    any   recipient 

8  country ; 

9  (d)    Incur  and   defray   expenses,   including  acces- 

10  sorial  and  administrative  expenses  and  expenses  for  com- 

11  pensation  and  travel  of  personnel,  for  carrying  out  the 

12  purposes  of  this  Act, 

1*^  Sec.  4.    (a)    There  is  hereby  authorized  to  be  appro- 

14  priated  not  to  exceed  $597,000,000,  out  of  any  money  in  the 

15  Treasury  not  othei-wise  appropriated,  to  carry  out  the  pro- 
IG  visions  and  accomplish  the  purposes  of  this  Act.       [This 

17  Act,  however,  shall  not  imply  any  obligation  to  give  assist- 

18  ance  to  any  of  the  countries  mentioned  nor  shall  it  imply  or 

19  guarantee  the  availability  of  any  specific  commodities.] 

20  (b)   Funds  authorized  under  this  Act,  when  allocated 

21  to  any  department,  agency,  or  independent  establishment  of 

22  the  Government,  shall  be  available  for  obligation  and  expen- 

23  diture  in  accordance  with  the  laws  governing  obligations  and 

24  expenditures  of  such   department,   agency,   or  independent 

25  establishment  or  organizational  unit  thereof  concerned,  and 
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1  without  regard  to  sections  3709  and  3 048  of  the  Revised 

2  Statutes,  as  amended  (41  U.  S.  C.  5;  31  U.  S.  C.  529) . 

3  Sec.  5.  After  March  31,  1948,  no  funds  may  be  obli- 

4  gated  under  this  Act.     [It  is  further  provided  that  no  more 

5  than  25  per  centum  of  the  amount  herein  authorized  sliall  be 

6  used  for  the  procurement   of  supplies  outside  the  United 

7  States  and  its  Territories  and  possessions.] 

8  Sec.   6.   Before   any  commodities   or  fmids  are  made 

9  available  to  any  recipient  countr}'  under  the  authority  of 

10  section  3  of  this  Act,  an  agreement  shall  be  entered  into 

11  between  such  country  and  the  United  States  containing  an 

12  undertaking  by  such  country — 

13  -(ft)-  ie  make  cffioiont  Hse  el  tt«y  commodities  made 

14  available  mider  tbe  authority  of  ihk  Af4  and  te  teke 

15  insofar  as  possible  ^  economic  measures  necessary  te 

16  increase  its  ability  ie  achieve  ft  gteM-sustaining  economy; 

17  [(a)    to  make   efficient   use   of  any  commodities 

18  made   available   under  the  authority  of  this  Act  and 

19  to  take  insofar  as  possible  the  economic  measures  neces- 
sary to  increase  its  ability  to  achieve  a  self-sustaining 


20 


21  economy  and  to  provide  for  its  future  reconstruction;] 

-fb^  to  make,  when  ftey  commodity  is  made  avail 
abte  under  this  Aetj  a  commensurate  deposit  m  tfee 
currency '  el  mek  country  m  a  special  accomit  under 

25  sttefe  terms  a«d  conditions  as  may  be  agreed  te  between 
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^  9«eh  coiintrv  ftft^  *fee  Government  of  the  United  States, 

2  afi4  to  b©14  OF  ttse  stteb  special  account  enty  fef  9«efe 

3  purposes  as  may  be  agreed  to  between  SHeb  countr}'^  oed 

4  ihe  Government  el  tbe  United  States; 

.  '^  [  ( b )  to  the  extent  that  suppHes  procured  with  funds 

^  authorized  under  this  joint  resolution  are  not  furnished  on 

^  terms  of  repayment  in  dollars,  they  shall  be  furnished 

°  only  upon  condition  that  the  government  of  the  receiving 

^  country  agree  that  when  it  sells  such  supphes  for  local 

^^  currency  j(a)  the  amounts  of  such  local  currency  will  be 

■'■-'■  deposited  by  it  in  a  special  account;   (b)   such  account 

will  be  used  within  such  country,  as  a  revolving  fund, 
until  June  30,  1948,  only  for  such  purposes  as  may  be 
agreed  to  between  such  country  and  the  Government  of 
the  United  States,  for  relief  and  work  relief  purposes, 
including  local  currency  expenses  of  the  United  States 
incident  to  the  furnishing  of  assistance;  and  (c)  any 
unencumbered  balance  remaining  in  such  account  on 
June  30,  1948,  will  be  disposed  of  within  such  country 
for  such  purposes  as  the  United  States  Government,  pur- 
suant to  Act  or  joint  resolution  of  the  Congress,  may 
determine ;] 

-(ef  to  give  fell  a»4  continuous  publicity  within  stteb 
country  as  *e  the  purposej  som'oc,  character;  ae4  omounta 
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I  ol  the  Gommoditiorj  mede  nviiilnblc  by  the  ¥Bite4  Stotew 
'J  midor  *fe»  Ae#7 

3  L(^')    to  give  full  and  continuous  publicity  within 

'1  such  country,  so  as  to  inform  the  ultimate  consumers 

'^  thereof,  as  to  the  purpose,  source,  character,  and  amounts 

<"'  of  commodities  made  available  by   the  United  States 

't  under  this  Act;] 

^  (d)    to  furnish  promptly  upon  request  of  the  Presi- 

^  dent  information  concerning  the  method  of  distribution 

10  and  use  of  commodities  made  available  under  this  iVct; 

11  \_{e)   to  make  available  to  its  people  at  reasonable 

12  prices,   consistent  with  economic  conditions  in  the  re- 
1^  cipient  country,  the  commodities  it  receives  under  the 

II  terms  of  this  Act ;  J 

^^  \_  (f)    to  make  all  possible  efforts  to  secure  the  maxi- 

'^^  mum   production   and   distribution   of  locally   produced 

^'  supplies,  and  not  to  permit  any  measures  to  be  taken 

■"^  involving  sale  or  distribution  of  any  articles  of  tbe  cliar- 

1^  acter  covered  in  this  Act  which  would  reduce  the  locally 

produced  supply  of  such  articles  or  the  utilization  of 
foreign  sources  of  supply  other  than  the  United  States ;] 
[  (g)  not  to  export  or  pei-mit  removal  from  such 
country,  while  need  therefor  continues,  of  commodities 
made  available  to  such  country  under  this  Act  or  sinn'lar 
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1  commodities  produced  locally  or  imported  from  outside 

2  sources;] 

3  [(li)  to  permit  representatives  of  the  Government 
4-  of  the  United  States  to  observe  and  report  on  the  dis- 
^  tribution  nmong  the  people  of  such  country  with  respect 
^.  to  the  connnodities  transferred  or  otherwise  made  avail- 
'            able  pursuant  to  this  Act;] 

^  [(i)    to  provide  for  or  maintain  a  control  system 

^  so  that  all  classes  of  people  within  the  country  will  re- 

^^  ceive  their  fair  share  of  essential  supplies.] 

^^  Se^t   +t  ^^    President   skft4l   promptly    terminate   tlte 

})rovision  el  assitstance  mider  tiws  Af4  le¥  any  countFy  wdien- 

^'^  eve*  fee  finds  that  H«t4t  countr}^  is  net  adhering  te  tlie  tcrmrj 
ef  its  agreement  entered  mte  m  accordance  witfe  section  0 

^''^    ei  tWs  Aeir 

^^  [Sec.  7.  The  President  shall  promptly  terminate  the 

provisions  of  assistance  under  this  x\ct  for  any  country 
wdienever  he  determines  (a)  that  such  country  is  not  ad- 
hering to  the  terms  of  its  tigreement  entered  into  in  accord- 

^      ance  with  section  6  of  this  Act;  or  (b)   whenever  he  finds, 

91 

by  reason  of  changed  conditions,  that  the  provision  of  assist- 

22 

ance   authorized   by   this    Act   is   no   longer   necessary   or 

desirable.] 
94- 

Sec.  8.  All  commodities  made  available  pursuant  to  this 
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1  Act  or  the  containers  of  sucli  commodities   shall,   to  the 

2  extent  practicable,  be  marked,  stamped,  branded,  or  labeled 

3  in  a  conspicuous  place  as  legibly,  indelibly,  and  permanently 

4  as  the  nature  of  such  commodities  or  containers  will  permit, 

5  in  such  manner  as  to  indicate  to  the  people  of  the  country 

6  of  destination  that  such   commodities  have  been  furnished 
'^  or  made  available  by  the  United  States. 

8  [(9)   The   President   shall   take   appropriate   steps   to 

^  encourage   other  countries   to  make   avai]al)le   to   recipient 

1^  countries  such  assistance  as  they  may  be  able  to  furnish.] 

11  SeOt  9r  Sec.  10.  The  President  mav,  from  time  to  time, 

^^  promulgate  such  rules  and  regulations  as  he  may  find  neces- 

l'^  sary  and  proper  to  carry  out  any  of  the  provisions  of  this 

14  Act;  and  he  may  delegate  to  the  Secretar\'  of  State  or  any 

1-5  other   official   or   officials   of   the   Government   any   of   the 

1^  powers  or  authority  conferred  on  him  under  this  Act.     [The 

17  responsibility  for  administering  in  Europe  the  program  of 

18  assistance  provided  for  in  this  Act  shall  be  vested  in  the 

19  field  administrator  of  the  United  States  foreign  rehef  pro- 

20  gram  appointed  pursuant  to  section  4  of  the  Act  of  May 

21  31,  1947,  providing  for  relief  assistance  to  the  devastated 

22  areas.] 

23  gfiOr  40r  Sec.  11.  Personnel  employed  to  carry  out  the 

24  purposes  of  this  Act  shall  not  be  included  in  computing 

25  limitations  on  personnel  established  pursuant  to  the  Federal 


361 

9 

1  Employees  Pay  Act  of  1945   (59  Stat.  298),  as  amended 

2  by  section  14  of  the  Federal  Employees  Pay  Act  of  1946 

3  (60  Stat.  219). 

4  SeOt  44t  Sec.   12.  The  President,  from  time  to  time, 

5  but  not  less  frequentty  than  once  every  calendar  quarter,  and 

6  until  the  end  of  the  quarterly  period  after  all  operations  under 

7  the  authority  of  this  Act  have  been  completed,  shall  transmit 

8  to  the  Congress  a  report  of  operations  under  this  Act.    Ee- 

9  ports  provided  for  under  this  section  shall  be  transmitted  to 

10  the  Secretary  of  the  Senate  or  the  Clerk  of  the  House  of 

11  Representatives,  if  the  Senate  or  the  House  of  Representa- 

12  tives,  as  the  case  may  be,  is  not  in  session. 

13  SeOt  4^  Sec.  13.  If  any  provisions  of  this  Act  or  the 

14  application  of  such  provision  to  any  circumstance  shall  be 

15  held  invalid,  the  vahdity  of  the  remainder  of  the  Act  and  the 

16  applicability  of  such  provision  to  other  circumstances  shall 

17  not  be  affected  thereby. 
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80th  congress 
IsT  Session 


S.  1 774 


IN  THE  SENATE  OF  THE  UNITED  STATES 

November  20, 1947 

Mr.  CoNNAiiLY  (for  himself  and  Mr.  Vandenberg)  (by  request)  introduced  the 
following  bill;  which  was  read  twice  and  referred  to  the  Committee  on 
Foreign  Relations 


A  BILL 

To  promote  the  general  welfare,  national  interest,  and  foreign 
policy  of  the  United  States  by  providing  supplies  to  certain 
European  countries  on  an  emergency  basis. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  ma|y  be  cited  as  the  "European  Interim  Aid 

4  Act  of  1947". 

5  Sec.    2.  It   is    the    purpose    of    this    Act    to    provide 

6  immediate  assistance  in  the  form  of  food,  fuel,  and  other 

7  commodities   urgently  needed  by  the  peoples  of  Austria, 

8  France,  and  Italy,  hereinafter  referred  to  as  the  recipient 

9  countries,  to  alleviate  conditions  of  intolerable  hunger  and 
10  cold  and  prevent  serious  economic  retrogression  which  would 
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1  jeopardize  any  general  European  economic  recovery  pro- 

2  gram  based  on  self-help  and  cooperation. 

8  Sec.    3.  The   President,   acting    through   such   depart- 

4  ments,  agencies,  or  independent  establishments  of  the  Gov- 

5  ernment  as  he  shall  direct,  may,  by  allocation  of  funds  to 

6  any  such  departments,  agencies,  or  independent  establish- 

7  ments,  or  by  makmg  funds  available  to  the  government  of  a 

8  recipient  countiy,  whenever  he  fiads  it  in  furtherance  of  the 

9  purposes  of  this  Act  and  upon  the  terms  and  conditions  set 

10  forth  in  this  Act  and  upon  such  other  terms  and  conditions 

11  as  he  may  determine — 

12  (a)   procure,  or  provide  funds  for  the  procurement 

13  from    any    source,    food,    seed,    and    fertilizer;    coal, 

14  petroleum,  and  petroleum  products;  other  fuel;  fibers; 

15  pesticides;  medical  supplies;  and  such  commodities  as 

16  the  President  finds  are  necessaiy  for  the  accompHsh- 

17  ment  of  the  purposes  of  this  Act  as  set  forth  in  section  2 ; 

18  (b)   transport  and  store,  or  provide  funds  for  trans- 

19  portation  and  storage  of,  such  commodities; 

20  (c)   transfer    such    commodities    to    any   recipient 

21  coimtry ; 

22  (d)   incur  and  defray  expenses,  including  accessorial 

23  and  administrative  expenses  and  expenses  for  compensa- 

24  tion  and  travel  of  personnel,  for  carrying  out  the  purposes 

25  of  this  Act. 
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1  Sec.  4.    (a)  There  is  hereby  authorized  to  be  appropri- 

2  ated  not  to  exceed  $597,000,000,  out  of  any  money  in  the 

3  Treasury  not  otherwise  appropriated,  to  cany  out  the  pro- 

4  visions  and  accomplish  the  pui-poses  of  this  Act.    This  Act, 

5  however,  shall  not  imply  any  obhgation  to  give  assistance  to 

6  any  of  the  countries  mentioned  nor  shall  it  imply  or  guarantee 

7  the  availabihty  of  any  specific  commodities. 

8  (b)   Funds  authorized  under  this  Act,  when  allocated 

9  to  any  department,  agency,  or  independent  estabhshment 

10  of  the  Government,  shall  be  available  for  obhgation  and  ex- 

11  penditure  in  accordance  with  the  laws  governing  obhgations 

12  and  expenditures  of  such  department,  agency,  or  independent 

13  establishment  or  organizational  unit  thereof  concerned,  and 

14  without  regard  to  sections  3709  and  3648  of  the  Revised 

15  Statutes,  as  amended   (41  U.  S.  C.  5;  31  U.  S.  C.  529). 

16  Sec.  5.  After  March  31,  1948,  no  funds  may  be  obli- 

17  gated  for  the  procurement  of  commodities  provided  for  under 

18  this  Act.    It  is  further  provided  that  no  more  than  25  per 

19  centum  of  the  amount  herein  authorized  shall  be  used  for  the 

20  procurement  of  supplies  outside  the  United  States  and  its 

21  Territories  and  possessions.    The  procurement  of  petroleum 

22  and  petroleum  products  shall,  to  the  maximum  extent  prac- 

23  ticable,  be  made  from  petroleum  sources  outside  of  the  United 

24  States. 

25  Sec.    6.  Before   any   conmiodities   or  funds   are  made 
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1  available  to  any  recipient  country  under  the  authority  of 

2  section  3  of  this  Act,  an  agreement  shall  he  entered  into, 

3  pursuant  to  the  limitations  and  provisions  of  section  4  of  this 

4  Act,  between  such  country  and  the  United  States  containing, 

5  in    such    detail    as    practicable,    an    undertaking    by    such 

6  country — 

7  (a)   to  make  efficient  use  of  any  commodities  made 

8  available  under  the  authority  of  this  Act  and  to  take 

9  insofar  as  possible  the  economic  measures  necessaiy  to 

10  increase  its  ability  to  achieve  a  self-sustaining  economy; 

11  (b)    to  the  extent  that  supplies  procured  with  funds 

12  authorized  under  this  Act  are  not  furnished  on  terms 

13  of  repayment  in  dollars,  they  shall  be  furnished  only 

14  upon  condition  that  the  govemment  of  the  receiving 

15  country  agree  that  when  it  sells  such  supplies  for  local 

16  currency  (a)  the  amounts  of  such  local  currency  will  be 
1'^  deposited  by  it  in  a  special  account;    (b)   such  account 

18  will  be  used  within  such  country,  as  a  revolving  fimd, 

19  until  June  30,  1948,  only  for  such  purposes  as  may  be 

20  agreed  to  between  such  country  and  the  Government  of 

21  the  United  States,  for  relief  and  work  relief  pui-poses, 

22  •  including  local  currency  expenses  of  the  United  States 
2*^  incident  to  the  furnishing  of  assistance;  and  (c)  any 
2*  unencumbered  balance  remaining  in  such  account  on 
25  June  30,  1948,  will  be  disposed  of  within  such  countiy 
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for  such  purposes  as  may  be  agreed  between  such  countr}^ 

2  and  the  Government  of  the  United  States  subject  to 

3  approval  by  Act  or  joint  resolution  of  the  Congress ; 
(c)    to  give  full  and  continuous  pubhcity  within 

5  such  country,  so  as  to  inform  the  ultimate  consumers, 

6  as  to  the  purpose,  source,  character,  and  amounts  of 

7  commodities  made  available  by  the  United  Sta'tes  under 

8  this  Act; 

9  (d)  to  furnish  promptly  upon  request  of  the  Presi- 
10  dent  information  concerning  the  method  of  distribution 
H  and  use  of  commodities  made  available  under  this  Act. 
•^^  (e)  to  make  available  to  its  people  at  reasonable 
1^  prices,  consistent  with  economic  conditions  in  the  re- 
^^  cipient  country,  such  commodities  as  it  may  sell  undei- 
15           the  terms  of  this  Act ; 

l®  (f)   to  make  all  possible  efforts  to  secure  the  maxi- 

1*^  mum  production  and  distribution   of  locally  produced 

18  supplies,  and  not  to  permit  any  measures  to  be  taken 

19  involving  sale,   distribution,   or  use  of  any  articles  of 

20  the  character  covered  in  this  Act  which  would  reduce  the 
2^            locally  produced  supply  of  such  articles  or  the  utilization 

of  foreign  sources  of  supply  other  than  the  United  States ; 

(g)    not  to  export  or  permit  removal  from  such 

country,  while  need  therefor  continues,  of  commodities 


22 
23 
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1  made  available  to  such  country  under  this  Act  or  sucli 

2  commodities  produced  locally  or  imported  from  outside 

3  sources ; 

4  (h)    to  permit  representatives  of  tlie  Government 

5  of  the  United  States  to  observe  and  report  on  the  dis- 

6  tribution  among  the  people  of  such  country  with  respect 
'^  to  the  commodities  transfeiTed  or  otherwise  made  avail- 

8  able  pursuant  to  this  Act. 

9  Sec.   7.   The   President  shall  promptly  terminate   the 
1^  provision    of   assistance    under    this   Act    for   an}'    country 

11  whenever    he    determines     (a)     that    such    country    is    not 

12  adhering  to  the  tenns  of  its  agreement  entered  into  in  accord- 

13  ance  with  section  6  of  this  Act;  or  (1))  whenever  he  finds, 

14  by  reason  of  changed  conditions,  that  the  provision  of  assist- 

15  ance   authorized   by    this    Act   is    no   longer   necessary    or 

16  desirable. 

l'^  Sec.  8.  All  commodities  made  available  pursuant  to  this 

1^  Act  or  the  containers  of  such  commodities  shall,  to  the  extent 

19  practicable,  be  marked,  stamped,  branded,  or  labeled  in  a 

20  conspicuous  place  as  legibly,  indelil)ly,  and  permanently  as 

21  the  nature  of  such  conmiodities  or  containers  will  permit,  in 

22  such  manner  as  to  indicate  to  the  people  of  the  country  of 

23  destination  that  such  commodities  have  been  furnished  or 

24  made  available  by  the  T^iited  States. 

25  Sec.  9.  The  President  shall  take  appropriate  steps  to 
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1  encourage  other  countries  to  make  available   to  recipient 

2  countries  such  assistance  as  they  may  be  able  to  furnish. 

3  Sec.  10.  The  President  ma},  from  time  to  time,  pro- 

4  mulgate  such  rules  and  regulations  as  he  may  find  necessary 

5  and  proper  to  carry  out  any  of  the  pro^^sions  of  this  Act; 

6  and  he  may  delegate  to  the  Secretary  of  State  or  an}^  other 

7  official  or  officials  of  the  Government  any  of  the  powers  or 

8  authority  conferred  on  him  under  this  Act.    In  accordance 

9  with  the  direction  of  the  President,  the  responsibility  for  ad- 

10  ministering  in  Europe  the  program  of  assistance  provided  for 

11  in  this  Act  shall  be  vested  in  the  field  administrator  of  the 

12  United  States  foreign  relief  program  appointed  pursuant  to 

13  section  4  of  the  Act  of  May  31,  1947,  providing  for  rehef  as- 
1"^  sistance  to  the  devastated  areas.  The  provisions  of  this  Act 
1^  relating  to  United  States  supervision,  control,  or  observation 
1^ '  of  distribution  of  supplies  made  available  under  this  Act  shall 
1'  not  apply  to  distribution  of  supplies  in  Austria:  Provided, 
18  That  the  President  shall  have  determined,  upon  recommenda- 
1^  tion  of  the  United  States  High  Commissioner  for  Austria,  that 
^0  supplies  furnished  to  Austria  hereund€r  are  being  distributed 
^1  under  control  systems  embodied  in  agreements  between  the 
^^  High  Commissioner  and  the  other  occupying  authorities 
^3  or  the  Austrian  Government  which  assure  compliance  with 
^^  the  objectives  of  the  occupation  and  with  the  provisions  of 
^^  this  Act  which  are  consistent  therewith. 
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1  Sec.   11.  Personnel  employed  to   carry  out  the  pur- 

2  poses  of  this  Act  shall  not  be  included  in  computing  limita- 

3  tions    on    personnel    established    pursuant    to    the  Federal 

4  Employees  Pay  Act  of  1945  (59  Stat.  298) ,  as  amended  by 

5  section  14  of  the  Federal  Employees  Pay  Act  of  1946   (60 

6  Stat.  219). 

7  Sec.    12.  The   President,  from  time  to  time,   but  not 

8  less  frequently  than  once  every  calendar  quarter,  and  until 

9  the  end  of  the  quarterly  period  after  all  operations  under  the 

10  authority  of  this  Act  have  been  completed,  shall  transmit  to 

11  the  Congress  a  report  of  operations  under  this  Act.     Reports 

12  provided  for  under  this  section  shall  be  transmitted  to  the 
1^  Secretary  of  the  Senate  or  the  Clerk  of  the  House  of  Repre- 

14  sentatives,  if  the  Senate  or  the  House  of  Representatives,  as 

15  the  case  may  be,  is  not  in  session. 

16  Sec.  13.  If  any  provisions  of  this  Act  or  the  appli- 
l'^  cation  of  such  provision  to  any  circumstance  shall  be  held 
18  invalid,  the  vahdity  of  the  remainder  of  the  Act  and  the 
^9  applicability  of  such  provision  to  other  circumstances  shall 
20  not  be  afifected  thereby. 
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EUROPEAN  INTERIM  AID  ACT  OF  1947 


November  21,   1947. — Ordered  to  be  printed 


Mr.    Vandenberg,    from    the    Committee    on    Foreign    Relations, 

submitted  the  following 

EEPORT 

[To  accompany  S.  1774] 

The  Committee  on  Foreign  Relations,  to  whom  was  referred  the  bill 
(S.  1774)  to  promote  the  general  welfare,  national  interest,  and  foreign 
policy  of  the  United  States  by  providing  supplies  to  certain  European 
countries  on  an  emergency  basis,  unanimously  report  the  bill  favorably 
to  the  Senate,  without  amendment,  and  recommend  that  it  do  pass. 

MAIN    PURPOSE    OF    THE    BILL 

The  main  purpose  of  the  bill  is  to  authorize  the  appropriation  of  a 
sum  of  money  not  to  exceed  $597,000,000  so  that  the  United  States 
may  extend  emergency  assistance  to  Austria,  France,  and  Italy.  The 
assistance  contemplated  will  be  extended  by  the  United  States  directly 
to  the  three  countries.  The  commodities  made  available  to  the  re- 
cipient countries  are  essentially  relief  commodities  in  the  way  of  fuel, 
food,  and  fertilizer;  the  bill  does  not  envisage  anything  in  the  nature 
of  a  recovery  or  rehabilitation  program.  No  new  administrative 
machinery  is  provided  for.  The  bill  contains  ample  safeguards  and 
limitations  in  order  to  assure  that  the  money  appropriated  will  be 
properly  administered  and  wisely  spent.  No  funds  may  be  obligated 
for  the  procurement  of  commodities  under  the  act  after  March  31,  1948. 

SUMMARY    OF    THE    COMMITTEE'S    FINDINGS 

Following  is  a  summary  of  the  committee's  findings:  (1)  United 
States  assistance  to  Austria,  France,  and  Italy  is  essential  if  these 
countries  are  to  be  able  to  purchase  the  fuel,  food,  and  other  commod- 
ities necessary  for  the  survival  of  their  peoples  and  their  economies 
during  the  coming  winter;  (2)  the  requirements  for  the  program  have 
been  carefully  screened  both  at  home  and  abroad  and  the  amount 
requested  in  the  bill  does  not  seem  excessive;  (3)  since  the  assistance 
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contemplated  would  call  for  a  comparatively  small  increase  in  exports, 
the  impact  of  the  program  upon  the  domestic  economy  of  the  United 
States  would  be  relatively  slight;  (4)  assistance  should  be  extended  the 
three  countries,  but  because  of  the  critical  world  shortage  of  certain 
supphes  no  guarantees  should  be  made  by  the  United  States  with 
respect  to  the  availability  of  any  specific  commodities;  and  (5)  inas- 
much as  the  administration  of  interim  aid  can  be  handled  satisfactorily 
by  the  organization  currently  charged  with  the  administration  of  the 
United  States  foreign  rehef  program,  no  new  administrative  machinery 
is  necessary  at  this  time. 

PRESIDENT  Truman's  message  to  the  congress 

On  November  17,  1947,  President  Truman  addressed  a  joint  session 
of  the  Congress  on  the  problem  of  interim  aid  to  Europe  and  on  certain 
aspects  of  our  domestic  economy.  For  the  information  of  the  Senate 
those  portions  of  the  President's  address  dealing  with  the  interim  aid 
program  are  reproduced  below: 

Mr.  President,  Mr.  Speaker,  Members  of  the  Eightieth  Congress: 

The  Congress  has  been  convened  to  consider  two  problems  of  major  concern 
to  the  citizens  of  the  United  States  and  to  the  peoples  of  the  world.  The  future 
of  the  free  nations  of  Europe  hangs  in  the  balance.  The  future  of  our  own 
economy  is  in  jeopardy.  The  action  which  you  take  will  be  written  large  in  the 
history  of  this  Nation  and  of  the  world. 

The  Secretary  of  State  and  other  representatives  of  the  executive  branch  have 
appeared  before  committees  of  the  Congress  during  the  past  week  to  present  the 
facts  regarding  the  necessity  for  immediate  assistance  by  the  United  States  to 
certain  European  countries.  Austria,  France,  and  Italy  have  nearly  exhausted 
their  financial  resources.  They  must  be  helped  if  their  peoples  are  to  survive  the 
coming  winter,  and  if  their  political  and  economic  systems  are  not  to  disintegrate. 
Exceedingly  bad  weather  has  brought  on  crop  failures  and  fuel  shortages,  and 
has  caused  intense  suffering.  The  food  and  fuel  stocks  of  these  countries  are 
now  near  the  vanishing  point.  Their  peoples  are  in  a  dangerously  weakened 
condition,  due  to  years  of  short  rations.  Additional  medical  supplies  and  facilities 
are  urgently  necessary. 

Austria  needs  $42,000,000,  Italy  needs  $227,000,000,  and  France  needs  $328,- 
000,000  to  buy  food,  fuel,  and  other  essential  goods  during  the  next  4)4  months. 
Detailed  information  has  been  presented  to  your  committees  concerning  these  needs 
and  the  purposes  for  which  funds  to  be  appropriated  by  the  Congress  would  be 
spent. 

Additional  funds  will  also  be  required  to  maintain  our  position  in  occupied 
areas. 

Emergency  assistance  by  itself  will  not  solve  European  problems.  Emergency 
aid  is  no  substitute  for  a  long-range  recovery  program,  but  it  is  a  vital  prerequisite 
to  such  a  program.  If  the  western  European  nations  should  collapse  this  winter, 
as  a  result  of  our  failure  to  bridge  the  gap  between  their  resources  and  their  needs, 
there  would  be  no  chance  for  them — or  for  us — to  look  forward  to  their  economic 
recovery.  The  providing  of  interim  aid  will  give  us  time  to  plan  our  part  in  an 
economic  recovery  program  and  it  will  give  the  peoples  of  Europe  the  strength 
to  hold  out  until  such  a  program  begins. 

I  shall  shortly  submit  to  the  Congress  my  recommendations  concerning  the 
long-range  European  recovery  program.  This  program  is  the  result  of  the  com- 
bined efforts  of  thoughtful  men  of  two  continents  whose  concern  has  been  the 
most  effective  manner  in  which  16  European  nations,  western  Germany,  and  the 
United  States  can  work  together  for  European  recovery,  world  prosperity,  and 
lasting  peace. 

It  is  a  tribute  to  the  strength  of  our  democracy  that  we  are  able  to  make  so 
great  a  contribution  to  the  freedom  and  welfare  of  other  nations  and  other  peoples. 
This  Nation  is  strong  both  in  material  resources  and  in  the  spirit  of  its  people. 
Our  economic  strength,  born  of  our  system  of  free  institutions,  has  contributed 
to  raising  the  standard  of  living  the  world  over.  Our  moral  strength,  resulting 
from  our  faith  in  human  rights,  is  the  inspiration  of  free  men  everywhere. 
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I  refer  to  the  strength  of  this  Nation  with  humility,  for  it  is  an  awe-inspiring 
truth  that  the  manner  in  which  we  exert  our  strength  now,  and  in  the  future,  will 
have  a  decisive  effect  on  the  course  of  civilization. 

This  is  a  truth  whose  significance  grows  with  the  experience  of  each  passing 
day.  The  American  people  are  becoming  more  and  more  deeply  aware  of  their 
world  position.  They  are  learning  that  great  responsibility  goes  with  great 
power. 

Our  people  know  that  our  influence  in  the  world  gives  us  an  opportunity — 
unmatched  in  history — to  conduct  ourselves  in  such  a  manner  that  men  and  women 
of  all  the  world  can  move  out  of  the  shadows  of  fear  and  war  into  the  light  of 
freedom  and  peace. 

We  must  make  the  most  of  that  opportunity. 

For  we  have  learned,  by  the  costly  lesson  of  two  World  Wars,  that  what  happens 
beyond  our  shores  determines  how  we  live  our  own  lives.  We  have  learned  that, 
if  we  want  to  live  in  freedom  and  security,  we  must  work  with  all  the  world  for 
freedom  and  security. 

Human  misery  and  chaos  lead  to  strife  and  conquest. 

Hunger  and  poverty  tempt  the  strong  to  prey  upon  the  weak. 

Twice  within  this  generation  we  have  had  to  take  up  arms  against  nations 
whose  leaders,  misled  by  the  hope  of  easy  conquest,  sought  to  dominate  the  world. 
►w  We  are  convinced  that  the  best  way  to  prevent  future  wars  is  to  work  for  the 
independence  and  well-being  of  all  nations.  This  conviction  guides  our  present , 
efforts,  and  will  guide  our  future  decisions.  We  have  participated  fully  and 
gladly  in  the  growth  of  the  United  Nations  Und  we  seek  now  to  strengthen  and 
improve  it.  We  are  assisting  free  nations  who  have  sought  our  aid  in  maintaining 
their  independence.  We  have  contributed  large  sums  to  help  rebuild  countries 
devastated  by  the  war.  We  have  taken  the  lead  in  breaking  down  barriers  to 
world  trade. 

In  our  efforts,  however,  to  achieve  the  conditions  of  peace,  we  have  encountered 
unforeseen  and  unwelcome  obstacles. 

We  have  found  that  not  all  nations  seem  to  share  our  aims  or  approve  our 
methods.  We  regret  the  differences  which  have  arisen  and  the  criticisms  so 
loudly  expressed.  And  yet  we  cannot  afford,  and  we  do  not  intend,  to  let  current 
diflferences  with  some  nations  deter  our  efforts  to  cooperate  in  friendly  fashion 
and  to  assist  other  nations  who,  like  us,  cherish  freedom  and  seek  to  promote.the 
peace  and  stability  of  the  world. 

The  actions  of  this  Government  must  be  of  a  stature  to  match  the  dignity  and 
influence  of  the  United  States  in  world  affairs.  The  prompt  provision  by  the 
Congress  for  interim  aid  will  be  convincing  proof  to  all  nations  of  our  sincere 
determination  to  support  the  freedom-loving  countries  of  western  Europe  in 
their  endeavors  to  remain  free  and  to  become  fully  self-supporting  once  again. 

If  that  action  is  followed  by  the  enactment  of  the  long-range  European  recovery 
program,  this  Congress  will  have  written  a  noble  page  in  world  annals. 

I  have  spoken  of  the  economic  and  moral  strength  of  the  United  States  and 
of  the  way  in  which  we  must  use  that  strength  if  we  are  to  build  a  world  community 
of  free,  strong,  and  independent  nations. 

The  strength  of  the  United  States  is  not  due  to  chance.  It  is  due  to  the  wise 
decisions  and  bold  actions  taken  by  free  and  courageous  men  throughout  the 
history  of  our  democracy. 

The  time  is  at  hand  for  new  decisions  and  new  actions  of  equal  wisdom. 

COMMITTEE  HEARINGS 

The  committee  began  its  hearings  on  November  10  when  George 
C.  Marshall,  Secretary  of  State,  appeared  before  a  joint  session  of 
the  Senate  Foreign  Relations  Committee  and  the  House  Committee 
on  Foreign  Affairs  to  present  in  general  terms  the  long-range  economic 
recovery  program  and  to  urge  the  speedy  passage  of  an  interim-aid 
bill,  a  draft  of  which  he  submitted  for  legislative  consideration.  On 
the  following  day  Secretary  Marshall  again  appeared,  accompanied 
by  Robert  A.  Lovett,  Under  Secretary  of  State,  Lewis  W.  Douglas, 
Ambassador  to  Great  Britain,  and  other  members  of  the  State  Depart- 
ment staff,  to  answer  detailed  questions  about  the  long-range  and 
the  short-range  programs.     On  November  12  William  Aver  ell  Harri- 
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man,  Secretary  of  Commerce,  presented  the  findings  of  the  President's 
Committee  on  Foreign  Aid  and  related  those  findings  to  the  European 
recovery  program  and  to  the  interim-aid  bill.  On  November  13 
William  E.  Warne,  Assistant  Secretary  of  the  Interior,  discussed  the 
report  of  the  Krug  committee  on  "National  Resources  and  Foreign 
Aid."  On  November  14  John  Foster  Dulles  examined  the  recovery 
program  and  its  relationship  to  some  of  the  broader  aspects  of  Ameri- 
can policy.  Public  hearings  were  concluded  that  same  day  when 
Congressman  Christian  A.  Herter,  vice  chairman  of  the  House  Select 
Committee  on  Foreign  Aid,  outlined  the  findings  of  his  committee. 

In  closed  session  the  following  week  the  committee  continued  its 
consideration  of  the  interim  aid  problem,  taking  as  a  basis  for  discus- 
sion the  draft  proposal  submitted  by  the  Departnlent  of  State. 
Clinton  Anderson,  Secretary  of  Agriculture,  appeared  to  testify  on 
the  availability  of  grain  in  the  United  States  and  Under  Secretary 
Lovett  discussed  some  of  the  problems  which  had  arisen  during  the 
hearings.  On  November  19  the  committee  concluded  its  delibera- 
tions on  the  amendments  to  the  bill  and  voted  unanimously  to  report 
it  to  the  Senate. 

[It  should  be  noted  that  the  original  draft  bill  (S.  1757)  presented  by 
the  State  Department  was  amended  by  the  committee  and  later 
introduced  as  a  new  bill  (S.  1774).  The  latter  is  being  reported  with- 
out amendment.] 

The  committee  was  impressed  with  the  extensive  documentation 
which  was  available  during  its  examination  of  the  interim  aid  bill 
and  the  recovery  program.  Rarely  has  any  legislative  proposal  been 
accompanied  by  such  thoroughly  prepared  documentary  materials. 
These  include  the  reports  of  the  Paris  conference  of  16  nations,  the 
Nourse,  Krug,  and  Harriman  reports,  the  documentation  presented 
by  the  State  Department  on  the  interim  aid  program,  and  the  hand- 
book on  the  European  Recovery  Program  prepared  by  the  staffs  of 
the  Senate  Foreign  Relations  Committee  and  the  House  Foreign 
Affairs  Committee. 

The  committee  was  likewise  impressed  by  the  fact  that  no  opposi- 
tion appeared  to  testify  against  the  interim  aid  bill.  All  witnesses 
were  heard  who  asked  to  be  heard.  Below  is  a  complete  list  of  the 
witnesses  who  testified  before  the  committee: 

George  C.  Marshall,  Secretary  of  State. 

Robert  A.  Lovett,  Under  Secretary  of  State. 

Lewis  W.  Douglas,  Ambassador  to  Great  Britain. 

Charles  Bohlen,  counselor.  State  Department. 

Ivan  B.  White,  second  secretary,  American  Embassy,  Paris,  France. 

William  Averell  Harriman,  Secretary  of  Commerce. 

Charles  J.  Hearst,  Maplehearst  Farms,  Cedar  Falls,  Iowa. 

William  E.  Warne,  Assistant  Secretary,  Department  of  the  Interior. 

Edward  B.  Swanson,  Oil  and  Gas  Division,  Department  of  the  Interior. 

William  T.  Phillips,  Special  Assistant  on  Commodity  Policy,  Department  of  State, 

James  Boyd,  Director,  Bureau  of  Mines,  Department  of  the  Interior. 

John  Foster  Dulles,  New  York  City. 

George  Romney,  managing  director  of  the  Automobile  Manufacturers  Association, 

Detroit,  Mich. 
Christian  A.  Herter,  Congressman  from  Massachusetts. 
Joseph   O.    Parker,   staff  director,    Committee  on   Agriculture  of  the-  House  of 

Representatives  and  consultant  to  the  Special  House  Committee  on  Foreign 

Aid. 
Franklin  A.  Lindsay,  consultant  to  the  Special  House  Committee  on  Foreign  Aid. 
Clinton  P.  Anderson,  Secretary  of  Agriculture. 
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EVENTS    LEADING    UP    TO    PRESENT    SITUATION 

During  the  summer  of  1947,  UNRRA  expired  without  having  re- 
stored Europe  to  a  condition  of  economic  and  pohtical  stabihty.  Not 
only  did  the  extreme  cold  of  last  winter  curtail  European  crops,  but 
they  were  even  more  severely  affected  by  the  severe  drought  of  the 
summer  just  passed.  Moreover,  the  international  monetary  system 
was  thrown  out  of  balance  by  the  rapidly  rising  cost  of  imports  and 
the  suspension  of  the  convertibility  of  the  pound  sterling.  These 
developments  made  it  particularly  difficult  for  the  countries  of  Europe 
to  secure  needed  supplies.  As  a  consequence  the  financial  reserves  of 
France,  Italy,  and  Austria  hav^e  practically  disappeared  and  the  twin 
specters  of  hunger  and  cold  attended  by  political  chaos  threaten 
western  Europe.  As  a  result  President  Truman  called  Congress  into 
special  session  on  November  17,  1947,  to  deal  with  the  "rise  in  prices 
*  *  *  (and)  *  *  *  the  crisis  in  western  Europe."  He  re- 
quested $597,000,000  for  emergency  aid  for  France,  Italy,  and  Austria. 
Although  closely  related  to  the  so-called  European  recovery  plan,  in- 
terim aid  thus  emerged  as  a  distinct  and  separate  problem  by  itself. 

Already  on  May  8,  1947,  Under  Secretary  of  State  Dean  Acheson, 
and  later  on  June  5,  1947,  Secretary  of  State  George  C.  Marshall,  had 
indicated  that  the  United  States  stood  ready  to  consider  the  extent 
to  which  she  might  be  able  to  help  herself  to  recovery.  Sixteen  na- 
tions of  western  Europe  accepted  the  offer,  prepared  a  report,  and 
stated  their  needs.  United  States  agencies.  Congress  (in  the  form  of 
committees  and  as  traveling  observers),  and  special  committees  ap- 
pointed by  the  President,  studied  the  impact  of  the  contemplated 
assistance  upon  our  resources  and  our  economy.  But  before  Congress 
could  begin  its  deliberations  on  the  broader  recovery  program,  the 
present  relief  needs  of  the  three  countries  in  question  arose  and  de- 
manded immediate  attention. 

THE    NEEDS    OF    AUSTRIA,    FRANCE,    AND    ITALY 

Careful  cross-examination  during  the  hearings  indicated  that  the 
estimated  needs  put  forward  by  the  State  Department  for  the  interim 
aid  program  are  substantially  accurate.  The  committee  also  took 
note  of  the  exhaustive  reports  of  the  House  Select  Committee  on 
Foreign  Aid  dealing  with  the  requirements  of  France  and  Italy  and 
with  the  availability  of  grain,  fertilizer,  petroleum,  steel,  and  coal. 
Congressman  Herter,  vice  chairman  of  the  select  committee,  together 
with  the  other  witness  who  appeared  before  the  Senate  committee, 
agreed  that  the  amount  set  forth  in  the  bill  was  entirely  reasonable. 
This  fact  testifies  to  the  adequacy  of  the  careful  screening  process 
thi'ough  which  the  requirements  submitted  by  the  recipient  countries 
had  to  go,  both  abroad  and  in  Washington,  before  they  were  approved 
by  American  officials. 

After  making  allowance  for  all  their  available  resources,  it  is  esti- 
mated that  these  countries  need  a  total  of  $597,000,000  for  the  period 
ending  March  31,  1948,  as  follows: 

Austria $42,000,000 

France 328,000,000 

Italy :.--  227,  000,  000 

Total 597,  000,  000 
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In  the  first  quarter  of  1948,  total  essential  Austrian  dollar  imports 
will  amount  to  $73,000,000.  The  tentative  program  for  the  use  of 
the  interim-aid  funds  for  Austria  is  shown  in  the  following  table,  the 
difference,  $31,000,000,  being  covered  by  other  dollar  resources: 

Commodities  to  he  supplied  to  Austria  under  interim-aid  program  during  first 

quarter  of  1948 

Food $20,000,000 

Coal 13,000,000 

Seeds,  fertilizers,  and  pesticides 7,  000,  000 

Medical  supplies i 2,  000,  000 

Total . 42,000,000 

France's  essential  outlays  during  the  period  December  1,  1947,  to 
March  31,  1948,  will  amount  to  $556,000,000.  She  has  $228,000,000 
available.     The  proposed  $328,000,000  is  to  be  spent  as  follows: 

Commodities  to  be  supplied  to  France  under  interim-aid  program  during  period 

Dec.  1,  1947,  to  Mar.  SI,  1948 

1.  Wheat $111,  000,  000 

2.  Milk  products 3,  000,  000 

3.  Fats  and  oils 20,  000,  000 

4.  Coal  from  United  States 116,  000,  000 

5.  Coal  from  Germany 9,  000,  000 

6.  Petroleum  products . 22,  000,  000 

7.  Cotton 38,000,  000 

8.  Fertilizer 9,  000,  000 

Total . 328,  000,  000 

Italy's  total  essential  dollar  requirements  amount  to  $386,000,000 
for  the  period  December  1,  1947,  to  March  31,  1948;  $227,000,000 
of  this  is  proposed  to  come  from  interim  aid  and  is  to  be  programed 
along  the  following  lines: 

Commodities  to  he  supplied  to  Italy  under  interim  aid  program  during  the  period^ 

Dec.  1,  1947,  to  Mar.  31,  1948 

1.  Cereals $128,  000,  000 

2.  Fats  and  oils 12,  000,  000 

3.  Pulses 5,  000,  000 

4.  Milk  products 2,  000,  000 

5.  Coal: 

From  United  States. 36,  000,  000 

From  Germany.. 10,  000,  000 

6.  Petroleum  supplies 13,  000,  000 

7.  Fertilizer  and  other  agricultural  supplies . 19,  000,  000 

8.  Medical  supplies '. 2,  000,  000 

Total 227,  000,  000 

The  following  summary  table  indicates  the  values  and  quantities 
of  the  commodities  proposed  for  the  aid  program: 
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Interim  European  aid,  by  commodities  (in  values  and  quantities) 


Total 

Austria 

France 

Italy 

Commodity 

Thousand 
tons 

I 

Millions 
II 

Quan- 
tity 

III 

Value 
IV 

Quantity 
V 

Value 
VI 

Quantity 
VII 

Value 
Vlil 

Cereals    . 

1,  755 

104 

9,184 

1,080 

672 

(•) 
53 

$250 

51 

184 

35 

35 

4 

38 

73 

16 

690 

$11 

9 

13 

770 

38 

6,124 

700 

134 

$111 

23 

125 

22 

9 

912 

50 

2,370 

380 

500 
(1) 

$128 

Other  foodstuffs 

Coal 

Petroleum _..,  ...  ..._ 

19 
46 
13 

Fertilizer   and   other  agricul- 
tural supplies 

Medical  supplies.  _ .  

38 

7 
2 

19 
2 

Cotton 

53 

38 

Total .    

13,  348 

597 

817 

42 

7,819 

328 

4,212 

227 

'  Negligible. 
METHODS    USED    TO    SCREEN    REQUIREMENTS    OF   RECIPIENT    COUNTRIES 

The  committee  was  impressed  by  the  fact  that  the  requests  from 
Austria,  France,  and  Italy,  were  carefully  screened  both  at  home  and 
abroad. 

Secretary  Lovett  pointed  out  during  the  hearings  that,  upon  receipt 
of  the  indication  of  need  from  the  three  countries,  a  preliminary  check 
was  made  by  American  officials  and  technicians  in  our  missions 
abroad.  A  series  of  committees  was  then  established  made  up  of 
specialists  from  various  United  States  agencies  in  Washington.  These 
committees  screened  the  needs  in  terms  of  commodities  and  the 
financial  condition  of  the  requesting  country  with  respect  to  its  dollar 
balances  and  resources.  A  second  similar  check  was  then  made  by 
economic  and  technical  personnel  in  our  foreign  missions.  This 
included  inquiries  to  see  whether  needs  could  be  met  elsewhere  than 
in  the  United  States. 

The  balance  sheets  then  began  to  indicate  necessary  expenditures 
and  known  resources.  Efforts  were  made  to  see  whether  the  most 
urgent  needs  in  deficit  could  be  met  in  other  ways  and  by  other  funds. 
This  search  was  fruitless,  except  for  small  sums  in  the  case  of  France. 

These  screenings  reduced  the  original  Italian  requests  for  raw 
materials  from  $250,000,000  to  $150,000,000.  This  checking  further 
eluninated  $150,000,000  for  pipe-line  deficiencies,  $50,000,000  for 
working  balances  of  funds,  and  $30,000,000  in  payments  to  other 
countries  on  clearing  balances,  as  not. essential  for  this  "hold  the  line" 
program.  The  original  Italian  request  of  $575,000,000  was  cut  to 
$227,000,000. 

The  original  French  request  of  $459,000,000  was  cut  $131,000,000 
to  $328,000,000  for  cogent  reasons. 

The  original  request  from  Austria  for  January  1  to  March  31,  1948, 
was  $85,000,000.  This  was  reduced  to  $58,000,000,  of  which  $16,- 
000,000  is  relief  previously  provided  through  the  United  States  foreign 
relief  program. 

AVAILABILITY    OF    COMMODITIES 

As  has  been  indicated  above,  the  witnesses  who  appeared  before  the 
committee  agreed  that  the  statement  of  needs  expressed  in  the 
interim-aid  program  was  reasonable.     The  committee  was  Hkewise 
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impressed  by  the  fact  that  only  one  major  difference  appeared  concern- 
ing the  availabiUty  of  the  commodities  required;  namely,  the  estimate 
of  912,000  tons  of  wheat  for  Italy  for  the  4-month  period  ending 
March  31,  1948.  The  Select  Committee  on  Foreign  Aid  has  carefully 
scrutinized  the  estimates  of  availability  and,  in  his  testimony  before 
the  Foreign  Relations  Committee,  Congressman  Herter  pointed  out 
that  the  United  States  would  probably  not  be  able  to  supply  more  than 
882,000  tons.  Secretary  Anderson  likewise  agreed  that  the  State 
Department  figures  were  not  in  line  with  the  Department  of  Agricul- 
ture allocations  for  the  coming  4  months.  The  difference  between  the 
estimated  needs  and  the  estimated  availabihty  of  wheat  thus  appears 
to  be  30,000  tons. 

The  committee,  however,  agreed  with  the  point  of  view  expressed 
by  Mr.  Herter  and  Secretary  Anderson  that,  if  wheat  is  not  available 
in  sufficient  quantities,  every  effort  should  be  made  to  find  suitable 
substitutes  such  as  soy  flour,  rice,  canned  fish,  soups,  horse  meat, 
and  sug'ar.  The  present  caloric  intake  of  the  average  nonfarm  Italian 
is  presently  estimated  at  1,916,  one  of  the  lowest  in  Europe.  It 
would  seem  desirable,  therefore,  to  make  every  effort  to  find  substitute 
foods  rather  than  to  cut  the  dollar  appropriation  for  Italy. 

It  is  recognized  that  petroleum  needs  are  reasonable  but  that  the 
supply  is  tight.  Nitrogen  fertilizer  is  in  short  supply,  but  the  amounts 
for  France  and  Italy  are  within  the  amounts  allocated  for  this  year 
by  the  International  Emergency  Food  Council.  Phosphate  rock, 
soluble  phosphate  and  potash  for  Austria  and  Italy  are  available. 

Since  crop  and  supply  conditions  in  the  world  are  uncertain,  how- 
ever, the  committee  wished  to  make  it  perfectly  clear  that  the  United 
States  could  not  guarantee  any  specific  amount  of  any  particular 
commodity  merely  because  such  estimates  have  figured  in  the  program 
sheets  before  the  Congress.  That  is  the  substance  of  the  amendment 
to  section  4  of  the  bill  adopted  by  the  committee  and  explained  in 
another  part  of  this  report. 

RELATIONSHIP    BETWEEN    INTERIM    AID    AND    UNITED    STATES    FOREIGN 

RELIEF    PROGRAM 

The  interim  aid  program  may  be  considered  in  a  sense  as  an  exten- 
sion of  the  United  States  foreign  relief  program  approved  by  Congress 
on  May  31,  1947.  According  to  the  terms  of  the  joint  resolution 
adopted  at  that  time  (Public  Law  84)  relief  assistance  was  to  be 
extended  to  Austria,  Greece,  Hungary,  Italy,  China,  Poland,  and 
Trieste.  In  July,  Congress  appropriated  $332,000,000  for  use  in 
these  countries.  The  program  which  has  been  in  operation  since  last 
summer  is  scheduled  to  run  until  June  30,  1948. 

According  to  allocations  made  under  this  program,  however,  there 
would  be  available  to  Austria  only  $16,000,000  for  the  first  quarter 
of  1948  and  no  funds  at  all  would  be  available  for  Italy  after  the 
first  of  the  year.  Clearly,  additional  funds  are  needed  to  enable 
Austria  and  Italy  to  meet  the  present  emergency.  The  interim  aid 
bill,  therefore,  would  supplement  the  foreign  relief  program  (Public 
Law  84)  by  extending  further  assistance  to  Austria  and  Italy  and  by 
adding  France  as  a  recipient  country.  The  administrative  machinery 
both  in  the  United  States  and  abroad  would  be  the  same.  For  the 
most  part,  the  limitations  and  controls  approved  by  Congress  for  the 
conduct  of  the  foreign  relief  program  would  be  retained  in  the  interim 
aid  bill. 
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NATURE  OF  ASSISTANCE:  GRANTS  RATHER  THAN  LOANS 

It  is  the  intention  of  the  administration  to  extend  tliis  aid  in  the 
form  of  grants  rather  than  loans.  Nearly  all  the  commodities  will 
be  of  a  type  currently  consumed,  helping  to  maintain,  but  not  adding 
greatly,  to  the  three  countries'  productive  capacity.  Moreover,  the 
tasks  of  Austria,  France,  and  Italy  in  the  field  of  rehabilitation  and 
reconstruction  are  so  compelling  that  all  of  their  available  resources 
and  foreign  exchange  will  be  sorely  needed  for  some  time  to  come  for 
the  purchase  of  essential  imports  and  for  the  servicing  of  reconstruc- 
tion and  rehabilitation  loans.  In  view  of  the  precarious  financial 
"  position  of  the  countries  involved,  and  the  emergency  character  of 
this  act,  the  committee  agreed  that  it  would  be  unwise  and  unsound 
economically  to  burden  them  with  additional  debts  in  the  form  of 
loans  at  this  time. 

INTERIM    AID    ESSENTIALLY    A    RELIEF    PROGRAM 

It  should  be  kept  in  mind  that  the  interim-aid  program  is  essentially 
a  relief  program.  It  is  not  as  some  people  have  intimated  "a  little 
Marshall  plan."  The  main  purpose  of  the  program  is  to  meet  the 
immediate  needs  of  the  tlii"ee  countries  in  order  to  enable  them  to 
counter  the  impending  threat  of  cold  and  hunger  during  the  coming 
winter.  To  this  end  the  bill  specifically  provides  for  the  procurement 
of  food,  seed,  fertilizer,  coal,  petroleum  and  petroleum  products, 
other  fuel,  fibers,  pesticides,  and  medical  supplies.  While  it  is  true 
that  section  2  of  the  act  provides  that  additional  commodities  might 
be  purchased  if  the  President  finds  they  are  necessary  for  the  accomp- 
lishment of  the  purposes  of  the  bill,  the  detailed  break-down  of 
lequu'ements  submitted  by  the  State  Department  indicates  that 
nearly  all  the  money  appropriated  in  the  bill  would  be  spent  for  the 
tlu-ee  most  effective  means  of  combating  cold  and  hunger:  Food, 
fuel,  and  fertilizer.  There  is  no  provision  for  machinery  and  tools 
or  equipment  for  rehabilitation  purposes. 

Secretary  Marshall  emphasized  this  basic  character  of  the  interim 
aid  bill  when  he  testified  before  the  joint  session  of  the  Senate  Foreign 
Relations  Committee  and  the  House  Foreign  Affairs  Committee  on 
November  10.     The  bill,  he  said,  would  authorize — 

the  appropriation  of  sufficient  funds  to  provide  the  supplies  necessary  to  permit 
the  people  of  these  three  countries  to  continue  to  eat,  to  work,  and  to  survive  the 
winter.  This  is  not  a  recovery  program.  It  is  designed  to  help  provide  the  essen- 
tials of  existence  to  the  people  of  these  three  countries. 

UNITED     STATES     ASSISTANCE     TO     THE     RECIPIENT     COUNTRIES     SINCE 

THE    WAR 

The  United  States  has  assisted  Europe  since  the  war  with  (1) 
repayable  loans  and  credits,  (2)  grants  and  relief  funds,  and  (3) 
piivate  remittances.  The  second  is  of  special  significance  for  the 
interim  aid  bill.  The  following  tables  summarize  United  States  aid 
to  Austria,  France,  and  Italy  since  the  cessation  of  hostilities.  Be- 
cause assistance  granted  to  various  countries  started  at  different 
times,  and  because  of  other  factors,  the  dates  given  for  the  three  states 
differ  somewhat.  The  tables  are  based  on  information  furnished  by 
the  Department  of  State. 
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Austria — United  States  financial  aid  to  Austria  since  July  1,  1945 

[In  millions  of  doUars] 


Amount 
authorized 

Amount 
utilized  i 

1 

Export-Import  Bank  and  other  loans     .           ..        

1 

10 

104 

79 

0 

? 

Property  credits 

1 

3 

UNRRA  and  post-UNRRA       .             .  .                 ...                   '      ..     . 

59 

4 

Occupation  program 

79 

Total 

194 

139 

■  To  June  30, 1947. 

France —  United  States  financial  aid  to  France  since  VJ-day 
[In  millions  of  dollars] 


Amount 
authorized 


Amount 
utilized  ' 


1.  Export-Import  Bank  loans 

2.  Maritime  Commission  ship  sales  credit 

3.  Foreign  Liquidation  Commission  surplus-property  credit 

4.  Settlement  of  lend-lease  and  war-claims  accounts 

Total '. 


1,200 

56 

300 

420 


1,020 

56 

300 

420 


],97P 


1,796 


»  To  Sept.  30, 1947. 

Italy — United  States  financial  aid  to  Italy  since  September  1943 

[In  millloas  of  dollars] 


Amount  au- 
thorized 


Amount 
utilized  » 


1.  U.  S.  Army  military  rolief  program  (United  States  share) 

2.  Foreign  Economic  Administration,  transitional  program  (United  States  share) 

3.  UNRRA  program  (United  States  share) 

4.  Treasury,  suspense  account 

6.  OFLC,  surplus  property  credits 

6.  Maritime  Commission 

7.  Export-Import  Bank  credits .— 

8.  United  States  foreign  relief  program .- 

Total_ - 


376 
134 
375 
319 
178 
62 
127 
124 


376 

134 

375 

310 

178 

62 

30 

90 


1,695 


1,655 


I  To  Oct.  31,  1947. 

CONDITIONS    UNDER    WHICH    ASSISTANCE    WOULD    BE    GRANTED 

The  bill  as  amended  by  the 'Foreign  Relations  Committee  contains 
most  of  the  conditions  and  limitations  which  were  imposed  upon  the 
granting  of  relief  under  the  relief  bill  (Public  Law  84)  passed  by  Con- 
gress last  spring.  There  were  two  reasons  for  this.  First,  the  com- 
mittee considered  the  present  bill  to  be  essentially  a  relief  measure 
which  should  include  the  same  safeguards  as  the  earlier  relief  bill. 
Secondly,  the  bill  will  also  be  the  basis  for  executive  agreements 
between  the  United  States  and  the  recipient  countries,  not  subject  to 
ratification  by  the  Senate,  and  therefore  beyond  the  control  of  the 
Congress.  For  this  reason  the  committee  felt  that  the  basic  controls, 
which  were  to  be  included  in  the  special  agreements,  should  be  spelled 
out  in  the  bill  itself. 

Under  the  terms  of  section  6  the  recipient  countries  will  undertake 
to  do  the  following:  To  make  efficient  use  of  the  commodities  made 
available;  to  give  full  publicity  within  their  borders  about  the  com- 
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on  such  relief  commodities  as  they  may  sell  to  their  people;  to  seek 
to  secure  and  maintain  maximum  production  of  locally  produced 
supplies  and  not  to  permit  their  diversion  outside  of  the  country;  to 
prohibit  the  removal  or  exportation  of  commodities  niade  available 
as  long  as  the  need  therefor  continues  within  the  recipient  country; 
to  permit  representatives  of  the  Government  of  the  United  States  to 
observe  and  report  on  the  distribution  of  the  commodities  within  the  . 
recipient  country. 

The  committee  was  of  the  opinion  that  full  information  about  the 
program  should  be  disseminated  with  the  assistance  of  the  recipient 
government.  Such  assistance  should  include  time  over  government- 
controlled  radios,  the  allocation  of  adequate  space  in  the  newspapers, 
and  such  other  facihties  as  will  give  to  the  people  of  the  recipient 
countries  a  true  description  of  American  assistance  with  a  view  to 
.  avoiding  misrepresentation  of  the  motives  and  acts  of  the  people  of 
the  United  States  in  furnishing  the  assistance  in  question. 

The  bill  as  approved  by  the  committee  also  includes  a  nurnber  of 
additional  restrictions  and  limitations  with  respect  to  the  administra- 
tion of  the  program.     These  include  the  following: 

1.  Expenditures  for  relief  supplies  outside  the  United  States 
are  limited  to  25  percent; 

2.  Assistance  to  any  country  may  be  terminated  for  various 
reasons  by  the  President; 

3.  Local  proceeds  for  the  sale  of  relief  goods  are  to  be  put  in  a 
special  revolving  fund,  the  use  of  which  must  be  approved  by 
the  United  States ;  and 

4.  Relief  supplies  are  to  be  clearly  stamped  and  labeled  so  as 
to  indicate  that  they  have  been  furnished  by  the  United  States. 

These  additional  limitations  are  discussed  in  detail  in  other  sections 
of  this  report. 

[use  of  local  currency  proceeds 

The  unsatisfactory  experiences  of  UNRRA  with  the  use  by  recipient 
countries  of  proceeds  from  sale  of  relief  goods  led  the  committee  to 
scan  with  care  the  provisions  for  the  sale  of  commodities  when  it 
considered  the  relief  bill  (Public  Law  84)  last  spring.  Because  the 
matter  had  been  so  thoroughly  explored  at  that  time,  the  committee 
deemed  it  sound  to  incorporate  the  provisions  of  the  relief  bill  in  the 
present  interim-aid  bill. 

Although  it  is  contemplated  that  some  of  the  supplies  under  the 
present  bill  will  be  furnished  as  relief  and  require  no  payment,  most 
of  them  will  be  sold  by  the  recipient  country  within  its  own  borders 
to  its  own  people  for  which  it  will  receive  payment  in  local  currency. 
The  receipts  from  such  sale  ^ill  be  placed  in  a  special  revolving  fund 
to  be  used  for  such  relief  work  and  relief  purposes,  until  the  end  of  the 
fiscal  year  of  1948,  as  are  agreed  upon  between  the  recipient  country 
and  the  United  States.  Any  unencumbered  balance  remaining  in  the 
account  on  June  30,  1948,  will  be  disposed  of  in  the  recipient  country 
in  such  way  as  may  be  agreed  to  between  the  governments  of  the  two 
countries  subject  to  approval  by  act  or  joint  resolution  of  the  Con- 
gress of  the  United  States.  So  far  as  the  United  States  is  concerned 
this  latter  provision  simply  means  that  no  agreement  could  be  arrived 
at  between  the  two  governments  relating  to  the  unencumbered  balance 
in  the  special  fund  without  congressional  approval. 
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NO   NEW  ADMINISTRATIVE  MACHINERY  NEEDED   FOR  INTERIM   PROGRAM 

Your  committee  strongly  believes  that  in  view  of  the  urgency  of 
the  present  situation  it  would  be  unwise  to  provide  for  any  new 
governmental  organization  to  administer  the  proposed  interim-aid 
program.  Considerable  time  would  be  required  to  set  up  a  new 
agency,  to  hire  personnel,  and  to  establish  the  procedures  necessary 
to  insure  a  smoothly  functioning  organization.  Moreover,  it  must 
be  kept  in  mind  that  assistance  is  already  being  extended  to  Austria 
and  Italy  through  the  mechanism  of  the  United  States  foreign  relief 
program.  The  machinery  used  for  this  purpose  is  functioning  satis- 
factorily and  it  would  be  a  relatively  simple  matter  to  add  France  to 
the  list  of  recipient  states. 

The  committee  took  cognizance  of  the  fact  that  the  proposed  in- 
terim-aid program  would  be  launched  immediately  and  would  con- 
tinue only  until  March  31,  1948.  Furthermore,  the  administration 
of  any  long-range  European  recovery  program  would  requh-e  con- 
siderable study.  In  view  of  all  these  factors,  it  would  seem  simplest 
and  best  to  utilize  the  procedures  and  machinery  currently  being  used 
to  administer  the  existing  foreign-relief  program. 

IMPACT    OF   THE    INTERIM    PROGRAM    ON    THE    UNITED    STATES    ECONOMY 

The  impact  of  the  interim-aid  program  on  the  economy  of  the  United 
States  should  be  distinguished  from  that  of  the  long-range  European 
recovery  program.  While  there  may  be  extended  debate  over  the 
latter,  there  has  been  very  little  over  the  former.  The  collective 
opinion  of  the  witnesses  who  appeared  before  the  committee  was  in 
general  that  the  increase  in  our  exports  as  a  result  of  the  program 
would  be  relatively  small  and  the  United  States  could  give  the  assist- 
ance required  with  comparatively  little  effect  upon  our  own  economy. 
It  is,  of  course,  recognized  that  no  extensive  shipments  abroad  of 
commodities  in  short  supply  can  be  made  without  producing  a  tend- 
ency toward  price  increases  at  home.  The  general  view  seemed  to  be, 
however,  that  the  impact  would  be  very  slight.  Secretary  of  Com- 
merce Harriman,  commenting  upon  the  impact  of  the  interim-aid 
program  on  the  economy  of  the  United  States,  stated  that: 

Interim  aid  will  not  change  the  present  domestic  situation  or,  substantiall}',  the 
exports  which  it  has  been  calculated  would  probably  go  out  of  the  country. 

The  committee,  of  course,  recognizes  that  there  will  be  certain  items 
in  tight  supply  such  as  wheat,  nitrates,  and  petroleum  which  may  be 
concerned  in  the  program.  In  such  cases,  it  is  believed  that  adequate 
safeguards  to  protect  the  Arfierican  economy  have  been  provided  in 
the  bill. 

TERMINATION    OF    BILATER.U.    AGREEMENFS 

The  committee  attaches  great  importance  to  the  proposed  bilateral 
agreements  which  are  to  be  concluded  with  the  recipient  countries,  and 
which  are  similar  to  those  already  concluded  with  Italy,  Austria, 
and  Greece  under  the  relief  bill  (Public  Law  84).  These  agreements 
respect  the  dignity  of  both  parties  and  give  assurance  that  the  com- 
modities furnished  by  the  United  States  will  be  used  to  best  advantage. 
This  is  assured  by  section  7  of  this  act  which  states  that  the  President 
shall  promptly  terminate  the  provision  of  assistance  under  the  act 
for  any  country  whenever  he  determines  (a)  that  such  country  is  not 
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adhering  to  the  terms  of  its  agreement  entered  into  in  accordance  with 
section  6;  or  (6)  whenever  he  finds,  by  reason  of  changed  conditions, 
that  the  provision  of  assistance  authorized  by  the  bill  is  no  longer 
necessary  or  desirable.  It  should  be  noted  particularly  that  the 
President  is  required  to  discontinue  assistance  whenever  any  recipient 
country  fails  to  live  up  to  the  obligations  it  has  assumed  in  its  agree- 
ment with  the  United  States, 

RELATIONSHIP     BETWEEN     INTERIM     AID     AND     LONG-RANGE     RECOVERY 

PROGRAM 

For  purposes  of  the  estimates,  the  period  covered  by  this  act  is 
December  1,  1947,  to  March  31,  1948,  for  France  and  Italy  and  the 
first  quarter  of  1948  for  Austria.  This  period  represents  an  option 
on  the  time  necessary  for  a  specific  long-range  recovery  plan  to  be 
presented  and  considered  by  the  Congress.  Reports  dealing  with  the 
long-range  program^ — from  the  Krug,  Harriman,  and  Nourse  com- 
mittees and  the  16  countries  of  the  Committee  of  European  Economic 
Cooperation- — were  examined  by  the  committee,  but  every  effort  was 
made  to  confine  discussion  during  the  hearings  to  the  interim  aid 
proposal  except  where  it  was  necessary  for  members  of  the  committee 
to  consider  the  pending  bill  in  the  perspective  of  the  European  recovery 
program.  This  act  does  not  provide  for  a  recovery  program.  It  is 
intended  to  prevent  further  economic  disintegration  so  that  realistic 
consideration  can  be  given  to  a  recovery  program.  It  is  assumed  that 
a  specific  long-range  proposal  w^ill  be  presented  for  the  consideration 
of  the  Congress  in  the  near  future.  If  such  a  proposal  is  acceptable 
to  Congress,  it  is  presumed  it  would  start  on  March  31,  1948,  when 
procurement  under  the  present  act  must  cease,  or  shortly  thereafter. 

The  scrutiny  of,  and  recommendations  for,  this  interim-aid  bill  w^ll 
no  doubt  facilitate  the  examination  of  any  long-range  program  the 
Senate  may  be  called  upon  to  consider.  The  committee  underlines 
the  point,  however,  that  its  decision  in  the  present  instance  has  been 
based  on  the  merits  of  the  specific  proposal  before  it.  Moreover,  the 
record  is  replete  with  emphasis  upon  the  fact  that  support  of  the 
interim  measure  by  committee  members  involves  no  obligation  whaV 
soever  with  respect  to  any  subsequent  long-range  program. 

STOCK  PILING  OF  STRATEGIC  MATERIALS 

During  the  hearings  various  members  of  the  committee  called  atten- 
tion to  the  desirability  of  securing  some  benefits  for  the  United 
States  in  return  for  the  assistance  rendered  to  various  countries. 
Some  of  the  countries,  for  example,  have  access  to  various  strategic 
materials  which  are  in  short  supply  in  the  United  States.  The  com- 
mittee felt  strongly  that  this  entire  question  should  be  subject  to 
intensive  study  whenever  a  long-range  recovery  program  is  under 
consideration  by  the  Congress.  The  emergency  nature  of  the  present 
bill,  how^ever,  makes  it  impractical  to  consider  the  matter  in  con- 
nection with  interim  aid. 

AMENDMENTS    APPROVED    BY    FOREIGN    RELATIONS    COMMITTEE 

On  November  17,  18,  and  19,  on  the  basis  of  evidence  submitted 
during  the  hearings,    the   committee   examined   carefully  the  draft 
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bill  which  had  been  presented  by  the  Department  of  State  on  Novem- 
ber 10.  As  a  result  of  this  consideration,  a  number  of  the  controls 
which  had  been  incorporated  originally  in  the  relief  bill  (Public  Law 
84)  last  spring  were  inserted  in  the  text  and  several  additional  amend- 
ments of  importance  were  added.  These  changes  met  with  the 
approval  of  the  Department  of  State.  The  most  important  amend- 
ments approved  by  the  committee  are  summarized  in  the  sections 
below. 

FIRST    amendment:       no     guaranty     of     AVAILABILITY     OF     SPECIFIC 

,  COMMODITIES 

In  view  of  the  critical  w^orld  shortage  of  certain  commodities,  the 
committee  believed  it  inadvisable  for  the  United  States  to  make  any 
commitment  which  might  be  construed  by  the  recipient  country  as 
a  guaranty  to  deliver  any  specific  amount  of  any  particular  commodi- 
ties. A  clarification  of  this  point  seemed  particularly  desirable  inas- 
much as  crop  conditions  in  the  world  are  uncertain  and  inasmuch  as 
there  appeared  to  be  some  slight  difference  of  opinion  with  respect 
to  the  availability  of  wheat  in  the  United  States.  With  these  con- 
siderations in  mind  the  committee  added  the  following  language  to 
section  4 : 

This  Act,  however,  shall  not  imply  any  obligation  to  give  assistance  to  any  of 
the  countries  mentioned  nor  shall  it  imply  or  guarantee  the  availability  of  any 
specific  commodities. 

SECOND  amendment:  PURCHASE  OF  COMMODITIES  OUTSIDE  THE  UNITED 

STATES 

At  the  time  of  the  passage  of  the  relief  resolution  last  June  the 
members  of  the  .committee  were  in  complete  agreement  that  nearly 
all  the  funds  appropriated  should  be  used  for  purchase  within  the 
United  States.  As  a  result,  the  resolution  limited  the  amount  of 
offshore  purchases  to  6  percent,  which  was  considered  ample  to  take 
care  of  certain  quantities  of  coal,  fertilizer,  and  seed  that  might  be 
advantageously  purchased  abroad. 

At  the  present  time  the  situation  with  regard  to  commodities  in 
short  supply  has  changed  considerably.  Given  a  shortage  of  grain, 
petroleum,  and  fertilizer  in  the  United  States,  it  would  seem  desirable 
to  encourage  the  purchase  of  more  commodities  in  other  countries. 
To  this  end,  the  committee  amended  section  6  of  the  bill  to  provide  that 
not  more  than  25  percent  of  the  total  amount  authorized  should  be 
used  to  procure  supplies  outside  the  United  States  and  its  Territories. 
According  to  figures  submitted  by  the  State  Department  this  amount 
will  give  the  Administration  ample  leeway  to  purchase  needed  com- 
modities in  short  supply  outside  the  United  States. 

The  shortage  of  petroleum,  especially  fuel  oil,  threatens  to  be 
particularly  acute  in  certain  parts  of  the  United  States  during  the 
coming  winter.  The  committee  agreed  that  it  would  be  unwise  to  ship 
petroleum  from  the  continental  United  States  if  such  action  were  to 
unduly  aggravate  our  own  domestic  shortage.  To  take  care  of  this 
speicial  problem,  section  5  was  amended  to  provide  that  the  procure- 
ment of  petroleum  and  petrolcimi  products,  to  the  maximum  extent 
practicable,  should  be  made  from  petroleum  sources  outside  the 
United  States. 
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THIRD    amendment:    ADDITIONAL    CONTROLS   INSERTED    BY    COMMITTEE 

The  extensive  controls  which  the  committee  incorporated  in  the  bill, 
for  the  most  part  patterned  after  those  included  in  the  relief  resolution 
(Public  Law  84),  have  already  been  outlined  in  a  previous  part  of 
this  report.  These  relate  to  full  publicity  within  the  recipient 
countries,  to  the  export  of  commodities  received  under  the  act,  etc. 
Two  new  amendments  need  special  comment  at  this  point.  In  the 
first  place,  the  committee  agreed  that  the  recipient  governments  should 
not  permit  commodities  received  under  the  act  to  be  sold  to  their 
peoples  at  greatly  inflated  prices.  No  doubt  some  of  the  commodities 
which  have  been  supplied  under  the  relief  bill  eventually  find  their 
way  into  the  black  market  and  thus  command  exorbitant  prices. 
Some  such  activity  and  the  adverse  publicity  which  accompanies  it 
must  be  expected.  According  to  section  6  as  approved  by  the  com- 
mittee, however,  each  recipient  country  will  undertake  to  make  avail- 
able to  its  people  ''at  reasonable  prices,"  consistent  with  economic 
conditions  in  the  country,  such  commodities  as  it  may  sell  under  the 
terms  of  the  act. 

In  the  second  place,  the  committee  repeatedly  stressed  the  general 
principle  that  United  States  assistance  to  Europe  of  whatever  kind 
must  be  accompanied  by  honest  and  sincere  efforts  on  the  part  of 
the  recipient  countries  to  utilize  effectively  their  own  resources. 
For  example,  those  countries  which  sorely  need  grain  should  take 
steps,  not  only  to  use  their  land  in  the  most  effective  way  possible, 
but  also  to  make  sure  that  the  grain  produced  by  local  farmers  is 
made  available  for  distribution  within  the  country.  Similarly,  every 
effort  should  be  exerted  to  conserve  manpower  and  to  use  the  pro- 
ductive capacity  of  the  Nation  wisely  and  well.  To  this  end,  the 
committee  amended  section  6  so  that  the  recipient  countries  would 
undertake  "to  make  all  possible  efforts  to  secure  the  maximum  pro- 
duction and  distribution  of  locally  produced  supplies,  and  not  to 
permit  any  measures  to  be  taken  involving  sale  or  distribution  of  any 
articles  of  the  character  covered  in  this  act  which  would  reduce  the 
locally  produced  supply  of  such  articles  or  the  utilization  of  foreign 
sources  of  supply  other  than  the  United  States." 

FOURTH    amendment:    POSSIBLE   ASSISTANCE    FROM    OTHER    COUNTRIES 

During  the  course  of  the  hearings  representatives  from  the  State 
Department  were  asked  on  several  occasions  whether  other  countries 
besides  the  United  States  were  in  a  position  to  extend  assistance  to 
Austria,  France,  and  Italy.  Under  Secretary  Lovett  pointed  out 
that,  while  a  few  small  grants  and  credits  had  been  extended  by  other 
countries,  very  little  assistance  could  be  expected  from  such  quarters 
because  most  nations  are  themselves  still  suffering  from  the  destruc- 
tions and  dislocations  resulting  from  the  war  or  because  they  have 
encountered  international  financial  difficulties  which  make  extensive 
aid  impossible.  The  committee  nevertheless  felt  that  the  President 
should  take  appropriate  steps  to  encourage  other  governments  to 
make  available  whatever  assistance  they  might  be  able,  to  furnish. 
JFor  that  reason,  section  9  was  included  in  the  bill. 

FIFTH  amendment:    ADMINISTRATION  OF  PROGRAM 

As  has  already  been  pointed  out  above,  the  committee  agreed  that 
it  would  be  unnecessary  to  provide  for  any  new  governmental  organiza- 


386 


16  EUROPEAN  INTERIM  AID  ACT  OF  194  7 

tion  to  administer  the  interim  aid  program.  To  make  perfectly  clear 
its  conviction  that  the  machinery  and  procedures  now  being  used  to 
administer  the  foreign  relief  program  should  also  be  utilized  for  the 
administration  of  the  new  program,  the  committee  added  the  following 
language  to  section  10: 

In  accordance  w  ith  the  direction  of  the  President,  the  responsibility  for  admin- 
istering in  Europe  the  program  of  assistance  provided  for  in  this  Act  shall  be 
vested  in  the  field  administrator  of  the  United  States  foreign  relief  program  ap- 
pointed pursuant  to  section  4  of  the  Act  of  May  31,  1947,  providing  for  relief 
assistance  to  the  devastated  areas. 

SIXTH    amendment:    SPECIAL    PROVISION    RELATING    TO    AUSTRIA 

In  the  distribution  of  supplies  in  each  of  the  recipient  countries- the 
United  States  officials  normally  conclude  an  agreement  with  the  central 
authorities  setting  forth  the  conditions  under  which  assistance  is  to  be 
granted.  The  situation  in  Austria  is  different,  however,  inasmuch  as 
the  country  remains  divided  into  four  zones  occupied  by  French, 
British,  Russian,  and  American  forces.  Since  Austria  is  a  case  apart, 
it  seemed  desirable  to  the  committee  to  permit  a  certain  degree  of 
flexibility  in  the  administration  of  the  program  so  that  special  arrange- 
ments might  be  made  for  the  distribution  of  supplies  in  the  different 
zones.  To  achieve  this  end,  the  committee  approved  an  amendment 
to  the  bill,  submitted  by  the  Department  of  State,  providing  that  the 
sections  of  the  act  relating  to  United  States  supervision  and  control 
of  the  distribution  of  supplies  should  not  apply  to  supplies  distributed 
in  Austria.  The  amendment  contains  the  additional  proviso,  how- 
ever, that  the  United  States  High  Commissioner  tor  Austria^  shall 
conclude  agreements  with  other  occupation  authorities  or  with  the 
Austrian  Government,  which  will  establish  control  systems  and  make 
certain  that  supplies  furnished  Austria  will  be  distributed  in  accordance 
with  the  objectives  of  occupation  and  the  provisions  of  the  act. 

RECOMMENDATION  OF  THE  FOREIGN  RELATIONS  COMMITTEE 

On  November  19  the  committee  decided  by  a  unanimous  vote  (13-0) 
to  report  the  bill  to  the  Senate.  At  the  same  time  the  members  of 
the  committee  expressed  the  hope  that,  m  view  of  the  urgency  of  the 
present  situation,  the  Senate  would  be  able  to  conclude  its  considera- 
tion of  the  measure  at  the  earliest  practicable  time. 

NEED  FOR  SPEEDY  ACTION 

Events  of  the  past  week  have  made  abundantly  clear  the  need  for 
speedy  action  by  the  Senate  on  this  measure.  They  also  show  how 
costly  to  any  lon^-range  program  a  delay  may  be.  Riots  in  France 
and  Italy  and  Cabinet  changes  in  France  demonstrate  once  again  that 
there  are  forces  actively  at  work  which  are  using  hunger  and  cold  as  a 
means  of  creating  political  disturbances  and  confusion.  If  the  gov- 
ernments of  these  countries  can  assure  then"  people  that  they  can  sup- 
ply food  and  shelter,  such  assurance  will  go  a  long  way  toward  stabiliz- 
ing and  preserving  the  economic  and  political  systems  of  western 
European  states.  But  by  all  odds  the  most  important  and  overwhelm- 
ing single  reason  for  speedy  action  is  that  need  exists  and  must  be 
met  now  if  the  three  countries  are  to  escape  starvation,  suffering,  and 
serious  economic  retrogression. 
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AUDRESB  OV  I  rCiAL  COMMUNICATtONt  1 

THE  SECRETARY  OF  STATK 

WASHtNOTON  2S,  D.  Ca 


DEPARTMENT  OF  STATE 


WASHINGTON 


IJarch  3,  19U8 


Dear  Mr.  Wilcox:  .      * " 

You  may  recall  that  several  weeks  ago  you  asked  Mr.  Marcy 
for  information  regarding  foreign  reaction  to  "Interim  Aid" 
.provided  by  the  United  States. 

There  are  attached  memoranda  concerning  reaction  in  Italy, 
Trieste,  Austria  and  France. 

In  view  of  the  fact  that  debate  on  the  ERP  is  now  under  way 
and  in  order  to  save  time,  I  am  sending  tliis  information  to  you 
in  the  departmental  memoranda  form  in  which  it  has  been  collected. 

Sincerely  yours, 


oJ    A     P./X^jtA 


u^ 

Charles  E.  Bohlen 

Counselor 

Enclosures : 

- 

1. 

Interim  Aid 

in  Trieste. 

2. 

Interim  Aid 

In  Italy. 

3. 

Interim  Aid 
Austria. 

•t'ublicity  in 

u. 

French  Reaction  to  Interim 

Aid. 

Mr.  Francis  Wilcox, 
Chief  of  Staff, 

Senate  Foreign  Relations  Committee, 
United  States  Senate. 
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Department  of  State 

DIVISION  Of/eUROPEAN  AFFAIRS 


March  1,  1948 


EUR  -  Mr.  Labouisse 


Subject:  Material  for  Senator  Vandenberg  on 
Interim  Aid  in  Tories te' 


Allied  Military  G-overnment  In  the  British-United 
States  Zone  of  the  Free  Territory  of  Trieste,  which 
came  Intb  being  with  the  ratification  of  the  Italian 
Peace  Treaty  on  September  15,  1947,  has  assisted  relief 
authorities  in  the  publicizing  of  American  relief  in 
the  small  but  important  area  under  its  administration. 

Clearly  printed  on  the  current  sheet  of  ration 
tickets  is  the  following  sentence:   "Rations  of  basic 
commodities  are  furnished  through  the  *AID  OF  THE 
UNITED  STATES  OF  AMERICA"',   Floiu?  sacks  containing 
American  flour  are  stamped  "United  States  Relief 
Mission  for  Trieste."   Trucks  delivering  the  flour  dis- 
play signs  carrying  the  same  inscription. 

In  front  of  Trieste  stores  is  a  notice,  v'ith  a 
background  of  the  Stars  and  Stripes,  reading:   "UNITED 
STATES  RELIEF  MISSION  FOR  TRIESTE.   This  store  is 
authorized  to  distribute  rationed  goods  furnished  ac- 
cording to  the  aid  plan  of  the  United  States  for  Trieste, 
(signed)  Chief  of  the  Relief  Mission,  Stanley  L.  Sommer, 
-  The  goods  which  you  are  buying  are  furnished  to  you 
free  by  the  American  people.  The  proceeds  from  their 
sale  will  go  to  Trieste  Welfare  and  benevolent  organi- 
zations." Prominently  displayed  are  cards  announcing 
What  goods  supplied  by  the  United  States  Foreign  Relief 
Mission  are  available. 

One  Trieste  store  displays  a  series  of  photographs 
illustrating  the  USFRP,  demonstrating  how  more  than 
100,000  tons  of  food  and  medical  supplies  have  reached 
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Trieste  since  the  Free  Territory  came  Into  existence. 
Among  the  photographs  is  one  showing  a  distribution 
point  for  the  sale  of  firewood  for  space  heating,  which 
is  made  available  to  43,000  indigent  persons  at  a  re- 
duction of  500  lire  per  quintal  from  the  market  price 
through  a  partial  subsidy  to  the  Commune  of  50,000,000 
lire  by  the  USFRP.   Other  photographs  show  children 
clutching  parcels  of  food  which  they  received  under  the 
Children's  Christmas  Fund.   6500  kilograms  of  food  were 
donated  through  this  Fund,  for  Inclusion  in  Christmas 
parcels.   15,000  children  benefited.   The  USFRP  also 
contributed  6,000,000  lire  in  food  to  the  Trieste 
Christmas  Fund,  which  benefited  20,000  underprivileged 
children. 

In  addition  the  usual  publicity  is  accorded  by  the 
major  proportion  of  the  local  press.   There  is  no 
evidence  that  even  anti-American  propaganda  in  Trieste 
can  counteract  the  wide  publicity  which  accompanies  the 
United  States  relief  program  in  that  area. 


BEtmiciaoer^^ 
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DEPARTMENT  OF  STATE 

Southern 

DIVISION  Of/eUROPEAN  AFFAIRS 


March  1,  1948 
EUR  -  Mr,  Laboulsse 


Subject:  Material  for  Senator  Vandenberg  on 
Interim  Aid  In  Italy 


Although  earlier  newspaper  reports  Indicated  that 
segments  of  the  population  in  remote  paj'ts  of  Italy 
Were  unaware  that  they  owed  the  greater  part  of  the  food, 
clothing  and  fuel  they  were  receiving  to  American  aid, 
the  Indications  are  that  this  situation  even  In  these 
areas  Is  rapidly  being  corrected.   This  Is  being  done 
through  the  persistent  efforts  of  the  administrators  of 
the  Interim  Aid,  or  AUSA,  program,  with  the  full 
cooperation  of  the  De  Gasperi  Government. 

Shortly  after  the  initiation  of  the  program,  on 
July  28,  1947,  a  press  conference  was  held  at  the 
Embassy  in  Rome,  where  packets  were  distributed  to  the 
Joxirnalists  containing  copies  of  the  Interim  Aid  Agree- 
ment, signed  on  July  4,  photographs  and  press  releases, 
in  both  English  and  Italian.  All  but  the  Leftist  press 
gave  the  conference  good  coverage.  Ambassador  Dunn 
has  made  a  large  number  of  speeches  in  various  parts  of 
Italy  in  connection  v;ith  the  program.   Ceremonies  were 
held  on  the  arrival  of  the  first  relief  ship,  the  3.S. 
HUMANITAS,  which  reached  Genoa  August  27,  1947,  carrying 
9620  tons  of  coal,   ^he  United  States  was  represented 
by  Ambassador  Dunn,  by  Mr.  Byington,  Counselor  of  Em- 
bassy, Mr.  Walmsley,  Counselor  for  Economic  Affairs, 
the  Chief  of  the  Rglief  Program  for  Italy,  members  of 
the  Embassy  staff,  the  American  Consul  General  in  Genoa, 
and  members  of  the  Consular  staff.   The  Italians  were 
represented  by  the  Foreign  Minister,  Count  Sforza,  the 
Prefect  of  Genoa,  the  President  of  the  Port  Consortium, 
the  Vice-Mayor  of  Genoa,  the  Commanding  Genera],  of  Genoa, 
and  other  officials.   Italian  soldiers  and  sailors  paid 
military  tribute  to  the  party  as  it  boarded  the  ship. 
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where  speeches  were  made.   The  Rome  and  Genoa  press 
gave  extensive  coverage  to  the  ceremony,  going  at  length 
Into  the  entire  program,  and  stressing  its  purely 
American  character.  Even  the  Communist  paper,  in  both 
Rome  and  Genoa,  announced  the  arrival  of  the  ship  and 
the  ceremonies, 

Fiirther  ceremonies  were  held  upon  the  arrival  of 
the  one  hundredth  relief  ship  in  Venice  on  November  6, 
1947,  at  which  time  Ambassador  Dvinn  outlined  the  amovint 
which  had  been  contributed  to  date  under  the  Interim 
Aid  program.   This  ceremony  like^v'lse  was  accorded  con-  . 
siderable  publicity  in  the  Italian  press. 

The  press  campaign  is  extensive  and  continual,  and 
a  good  proportion  of  newspaper  space  is  devoted  to 
stories  on  American  aid.   (See  attached  photograph  show- 
ing a  typical  make-up  of  stories  on  AUSA.)  AUSA  Issues 
a  regular  weekly  bulletin,  published  in  Italian,  which 
gives  the  latest  news  of  the  arrival  of  ships,  the 
number  of  ships  which  have  arrived  to  date,  the  progress 
of  the  lira  fund,  projects  for  the  production  of 
penicillin,  for  the  distribution  of  streptomycin,  the 
development  of  social  hygiene,  etc, 

A  contest  was  held  among  school  children  throughout 
Italy  to  design  the  best  wall  poster  demonstrating 
American  aid.  The  winner  was  one  showing  a  hand  holding 
a  blade  of  wheat  on  which  Is  tied  the  symbol  of  -the 
Stars  and  Stripes,  The  caption  reads  "From  sale  of 
commodities  donated  by  the  American  people,  funds  are 
obtained  for  relief  projects  and  public  works."  Other 
posters  show: 

A  lar^e  crate  wrapped  in  the  Stars  and  Stripes 
suspended  over  the  map  of  Italy,  with  "AUSA  -  Aid 
from  America  to  Italy"  printed  below; 

The  bows  of  four  large  ships  stamped  AUSA 
With  the  shadow  of  the  Statue  of  Liberty  be- 
hind them,  and  the  dock  below  piled  high  with 
bales  of  goods; 

A  stylized  map  with  the  US  cm  one  side  and  Italy 
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on  the  other,  between  them  are  ships  bound  for 
Italy,  and  spanning  the  space  is  a  belt  on  which 
are  Images  representing  food,  factories,  hospitals, 
etc. 

On  the  back  of  certain  pay  envelopes  -is  stamped; 
"The  labor  costs  of  this  work  are  paid  by  the  'AUSA  Lira 
Fund',  that  is,  by  the  proceeds  from  the  sale  of  goods 
which  the  United  States  of  America  are  sending  free  to 
Italy  in  accordance  with  the  program  of  assistance  for 
reconstruction," 

G-as  bills  in  all  parte  of  Italy  are  stamped  in  red; 
"The  gas  which  you  are  using  is  produced  from  coal  do- 
nated by  the  United  States  to  Italy,   This  is  sold,  and 
the  proceeds  are  used  for  AUSA  (interim  Aid)," 

American  relief  goods  bear  a  label  in  red  which 
reads:   "AUSA  (Aid  from  the  United  States  of  America)  - 
This  is  a  gift  from  the  American  people  to  the  Italiein 
people," 

On  the  walls  of  school  dining-rooms  throughout  Italy 
is  a  sign  which  reads:   "The  meals  in  this  school  are 
financed  by  the  lira  fund  of  AUSA  (Aid  from  the  United  • 
States  of  America)  in  collaboration  with  the  Italian 
Government,   1,100,000  children  benefit  from  this  program 
in  Italy."  Ceremonies  were  held  in  many  cases  at  the 
opening  of  school,  which  were  attended  by  the  prefect 
and  other  leading  authorities  of  the  province. 

Attacks  by  the  Communists  on  American  Aid  to  Italy 
and  on  the  De  Gasperi  Government  for  allegedly  selling 
out  to  the  United  States  are  ample  proof  that  tjie 
aid  Which  Italy  is  now  receiving  from  America  is  so 
well-known  to  the  people  throughout  the  peninsula  that 
the  Communists  find  themselves  forced  to  mobilize  their 
propaganda  against  it. 
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•    UNITED  STATES  GOVERNMENT 


TO      A-T  -  Mr.  Dort  d^tb:  February  28,  1948 

Through:  EUR  -  Mr',   Laboulese 
FROM  :  CE  -  Coburn  Kldd  ^ 

SUBJECT:   Interim  Aid  Publicity  In  Austria. 

In  addition  to  the  attached  material  of  Mr.  BrookB  (A-T), 
reference  to  the  effectiveness  of  US  relief  publicity  has 
frequently  been  made  In  routine  despatches  and  telegrams  from 
the  Legation.   The  subject  Is  mentioned  In  Despatch  No.  3520, 
November  20,  1947  entitled  "Recent  Propaganda  Posters"  (Restricted); 
Despatch  Ho.  21,  January  13,  1948  entitled  "An  Austrian  Appraisal 
of  Allied  Propaganda"  (Unclassified);  telegram  No.  165,  February  10, 
1948  (Plain);  telegram  Ho.  139,  February  18,  1948  (Secret);  and 
telegram  No.  210,  February  19,  1948  (Secret).  ■ 

I 

From  all  reports  it  would  appear  that  Austria  is  not  only        | 
well  covered  with  relief  publicity,  but  saturated.   This  is 
evident  in  a  speech  of  Minister  of  the  Interior  Helmer,  with 
reference  to  recent  Soviet  restrictions  of  freedom  of  the 
press,  particularly  posting  of  posters,  in  the  Soviet  zone. 
Minister  Helmer  is  reported  to  have  said: 

"Americana  wish  to  inform  the  Austrlans  throu^ 
posters  about  the  fact  that  they  contribute  sixty 
percent  of  the  food  for  Austria  free  of  charge. 
Since  Russians  do  not  desire  such  publicity  the 
posters  are  ordered  removed.   In  some  localities 
Soviet  commanders  institute  censorship  for  all 
posters,  newspapers,  leaflets,  also  movies.   Is 
that  the  freedom  which  we  were  promised?  One 
can  only  assume  that  these  orders  were  issued 
without  the  knowledge  of  Soviet  headquarters. 
What  the  posters  say  is  true.   It  is  another 
question  however  whether  this  had  to  be  said 
in  posters.   The  Austrian  population  has  known 
for  a  long  time  that  it  would  have  starved  to 
death  but  for  American  aid.   That  fact  certainly 
does  not  tie  Austria  to  the  west.  Are  Austrlans 
to  suffer  if  the  Americans  demand  such  posters?" 

The  Austrlans  became  well  acquainted  with  the  facts  from 
the  early  days  of  the  occupation,  vrhen  relief  supplies  were 
brought  in  directly  by  the  military.  Public  Information  was 
thereafter  reinforced  by  the  UNRRA  program,  post-UNRFlA,  and 
the  present  Interim  Aid.  The  occasional  incidents  of  Soviet 
troops'  tearing  down  posters,  or  of  Soviet  authorities'  pro- 
testing American  relief  agreements,  have,  in  the  opinion  of 
the  Legation,  considerably  increased  the  effectiveness  of  the 
publicity.  No  more  effective  way  could  be  devised  for  drawing 
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the  attention  of  the  population  to  the  matter. 

During  the  t)aet  winter,  the  Information  Services  Branch, 
Headouarters,  USFA,  conducted  public  opinion  eurveye  which 
disclosed  that  while  over  90  percent  of  the  population  realized 
that  the  food  came  from  America,  56  percent  were  at  that  time 
oblivious  of  the  fact  that  the  food  and  other  relief  products 
were  a  gift  to  the  Austrian  people,  and  31  percent  believed 
that  the  Austrian  Government  had  to  pay  for  it.  Various 
information  media  at  the  disposal  of  the  Information  Services 
Branch  were  mobilized  to  correct  this  erroneous  ImprsBSion, 
which  the  Communist  press  was  endeavoring  to  strengthen.  A 
survey  conducted  some  two  months  later  showed  that  the 
publicity  had  beeh  effective.   Toward  the  end  of  the  campaign, 
one  of  the  Austrian  newspapers  queried  the  necessity  of  what 
wee  described  as  the  "obtrusive  reminder"  of  the  "anemic  child" 
in  certain  posters  explaining  the  nature  and  extent  of  American 
food' contributions.  However,  nearly  every  Austrian  (91.  percent) 
by  then  knew  the  facts.  The  particular  items  which  had  been 
the  object  of  the  newspaper's  complaint  were  appropriately 
superseded  in  the  tapering  off  of  the  publicity  campaign  ytoen 
its  objective  was  accomplished. 


I 


395 


Department  of  State 


DIVISION  O^'iMSpEAU  AFFAIRS 

Uarch  1,  19U8 


To J  Mr.  Dallas  Dort,  A-T 

Throughj  Mr.  Labouiaee,  EUR 

Fromi  W.  Wallner,  WE  M  ^ 

Subject  1  FRENCH  REACTION  TO  INTERIM  AID 


There  can  be  no  doubt  that  the  French  people  have  accepted  vdth 
real  understanding  and  true  gratitude  the  aid  supplied  to  them  by  the 
United  States  under  the  Interim  Aid  program  and  by  countless  American  or- 
ganizations and  private  individuals.  They  believe  that  the  United  States 
is  motivated  by  a  sincere  desire  to  promote  peace  by  assisting  France 
toward  economic  stability  suid  prosperity. 

Since  the  inception  of  the  interim  aid  proposal  our  Embassy  in 
Paris  has  worked  to  establish  with  the  French  Government  a  firm  understanding 
of  the  publicity  provisions  of  the  Foreign  Aid  Act  (P.L.  389  Sec  5c).  How- 
ever, in  order  to  ensure  maximum  effectiveness  and  to  avoid  accusations  of 
American  "interference"  in  French  domestic  affairs  the  publicity  for  American 
aid  is  being  carried  out  very  largely  by  the  French  Government  and  through 
French  media  and  organizations. 

The  Ministry  of  Economy  has  provided  that  insofar  as  possible 
interim  aid  supplies  will  be  accurately  labelledj  a  national  weekly  radio 
program  has  been  organized;  detailed  information  concerning  the  arrival  of 
goods  and  their  distribution  and  ultimate  use  in  France  is  made  available 
to  the  press  at  regular  daily  and  weekly  press  conferencesj  and  the  French 
Government  is  now  producing  a  documentary  film  to  show  the  planning  and 
organization  of  the  aid  progi'am  in  the  United  States  and  its  current  operation 
in  France. 

The  gratitude  felt  by  the  French  people  has  been  reflected  both 
in  the  public  statements  of  officials  and  in  the  very  wide  coverage  given  in 
French  newspapers.  The  extent  of  the  press  coverage  is  particularly  signi- 
ficant in  the  light  of  the  chronic  shortage  of  newsprint  which  restricts  both 
the  size  of  the  daily  newspapers  (  4  pages  normally  but  often  only  half  this 
size)  and  their  circulation. 

Official  Reaction 

— — — ^— —  •> 

At  the  time  of  the  signing  of  the  Interim  Aid  Agreement  the  Foreign 
Uinister  M.  Bidault  expressed  in  these  words  the  gratitude  of  France: 

"    I  have  the  right  and  I  am  duty  bound  to  speak  in  the 
name  of  the  entirety  of  a  grateful  nation.  We  knovr  the 
high  fflotives  and  the  noble  inspiration  which  are  the  taoLe 
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of  this  decision  of  the  administration  and  Congress  of  the 
United  States  . . .Each  Frenchman  vdll  know  that  part  of  hie 
daily  bread,  that  part  of  the  raw  materials  -v^ich  permit 
factories  to  operate,  and  that  the  fertilizer  to  increase 
his  crops,  have  been  furnished  free,  without  counterpart, 
by  the  people  of  the  United  States  ....It  is  the  first  time 
as  far  as  I  remember  that  in  order  to  alleviate  the  suffer- 
ings of  mankind  and  the  hardships  of  present  times,  a  people 
has  donated  to  other  friendly  countries,  without  conditions 
other  than  the  conditions  of  common  sense,  what  is  necessary 
to  them  for  survival  in  independence  and  pride." 

The  entire  French  press  with  the  exception  of  the  Communist  and 
extreme  left  newspapers  has  not  only  expressed  the  thanks  of  the  French 
people  for  the  great  quantities  of  essential  commodities  which  are  being 
made  available  to  them  but  also  has  shown  an  understanding  of  the  broad 
purposes  of  the  Interim  Aid  program  and  of  the  dominant  role  which  the 
French  themselves  must  play  in  its  administration  in  order  to  ensure  that  the 
French  economy  may  derive  the  maximum  benefit. 

Press  Reaction 

The  semi-official  newspaper  Le  Monde  in  a  representative  editorial 
states:  "....American  aid  mil   be  efficacious  only  in  the  manner  in  which 
we  use  it  ....It  is  only  natural  that  America  wants  to  know  what  we  do  with 
her  dollars.  Her  curiosity  vri-ll  only  become  annoying  if  France  does  not  make 
proper  use  of  them;  if  they  are  allowed  to  spill  in  the  chasm  opened  by 
fraud  and  negligence." 

The  Communists  who  present  the  only  organized  opposition  to  the 
American  Aid  program  have  conducted  their  campaign  in  a  shrill  voice.  They 
have  used  every  possible  casuistic  device  to  convince  the  French  people  that 
incalculable  harm  will  come  to  them  from  their  acceptance  of  the  gift  of 
American  wheat,  petroleum,  cotton  and  other  supplies  essential  to  France's 
economic  recovery.  The  Communists  have  claimed  that  the  conditions  of  the 
Interim  Aid  Agreement  would  make  France  a  colony  of  the  United  States;  that 
worthless  goods  would  be  sent  and  that  French  trade  would  be  tied  artificially 
to  the  United  States. 

The  Government  and  the  non-Communist  press  was  quick  to  challenge 
these  accusations,  pointing  out  that  a  reading  of  the  texts  of  the  Act  and 
the  Agreement  makes  such  conclusions  absurd.  The  great  majority  of  Frenchmen 
have  found  it  difficult  to  understand  how  Franc©  could  be  enslaved  by  a 
'  generous  gift  of  desperaitely  needed  goods  which  even  in  the  United  States 
are  In  short  supply. 
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